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EXPLANATION 

This  is  the  second  of  a  series  of  annual  reports  which  are  designed 
to  carry  forward  the  comparative  consolidated  balance  sheet  of  agri- 
culture. The  balance  sheet  was  first  published  for  the  years  1940-44 
by  the  Bureau  of  Agricultural  Economics.  It  was  issued  in  September 
1944,  in  a  report  called  The  Impact  of  the  War  on  the  Financial  Struc- 
ture of  Agriculture  (United  States  Department  of  Agriculture,  Mis- 
cellaneous Publication  No.  567,  August  1945).  In  that  report  the 
nature  and  significance  of  the  financial  structure  of  agriculture  were 
analyzed,  and  the  meaning,  use,  and  limitations  of  the  consolidated 
balance  sheet  and  its  individual  items  were  considered. 

Although  not  repeated  in  detail  here,  many  of  the  considerations  in 
the  longer  report  continue  to  be  pertinent,  and  may  be  referred  to  by 
those  who  are  examining  the  balance  sheet  of  agriculture  for  the  first 
time.  In  this  publication  it  will  suffice  to  remind  the  reader  that  in  a 
country  as  vast  and  diversified  as  the  United  States,  financial  changes 
are  never  entirely  uniform  either  for  the  various  geographic  areas  or 
for  individuals.  Therefore,  even  when  the  consolidated  balance  sheet 
accurately  reflects  the  aggregate,  it  does  not  reveal  differences  in 
circumstances  that  exist  in  different  States  and  regions  and  among 
individual  farmers.  The  report  for  1945  was  issued  as  United  States 
Department  of  Agriculture  Miscellaneous  Publication  No.  583. 
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SUMMARY  ANALYSIS 

The  ending  of  the  war  in  both  Europe  and  the  Pacific  during  1945 
has  been  followed  by  a  continuation  of  the  major  economic  forces 
which  have  contributed,  in  recent  years,  to  the  increase  in  value  of 
agriculture's  assets  and  to  the  decrease  in  its  liabilities. 

Viewed  as  a  composite  business,  agriculture  was  valued  at  101,522 
million  dollars  on  January  1,  1946.  Farm  real  estate  was  valued  at 
56,584  million  dollars,  other  physical  assets  at  24,888  million  dollars, 
and  financial  assets  of  farm  operators  totaled  20,050  million  dollars. 
Creditors  had  an  8,337-million-dollar  equity  in  or  claim  on  these 
assets  and  proprietors  had  equities  of  93,185  millions.  Such  summary 
information  appears  in  the  comparative  consolidated  balance  sheet 
of  farms  of  the  United  States  for  the  period  1940-46  (table  1).  The 
increased  totals  reflect  mostly  price  changes  and  accumulations  of 
financial  assets  rather  than  physical  changes  in  the  farm  plant. 


Physical  Assets 

On  January  1,  1946,  the  valuation  of  physical  assets  of  farms  was 
81,472  million  dollars,  an  increase  of  9  percent  during  1945.  During 
that  year  the  valuation  of  farm  real  estate  increased  13  percent;  live- 
stock on  farms,  9  percent;  household  equipment,  2  percent;  and  ma- 
chinery and  motor  vehicles,  1  percent.  Whereas  crops  on  hand  de- 
creased 6  percent  (figs.  1  and  2). 

The  increase  in  the  inventory  value  of  the  physical  assets  during 
1945  of  6,802  million  dollars  was  the  result  of  higher  prices.  The  full 
effect  of  the  higher  prices  is  not  shown,  however,  because  of  somewhat 
smaller  quantities  of  some  items  on  hand.   If  the  quantities  of  the 
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FIGURE  1.— COMPARATIVE  CONSOLIDATED  BALANCE  SHEET  OF  AGRICULTURE 
JANUARY  1.  1940-46.  (ASSETS.  EQUITIES  AND  LIABILITIES  IN  BILLIONS  OF  DOLLARS 

Since  1940  the  value  of  the  assets  of  agriculture  have  steadily  increased  and  on 
January  1,  1946,  totaled  over  100  billion  dollars.  Farm  real  estate,  largely  because 
of  rising  prices,  has  shown  the  greatest  increase.  Livestock,  crops,  and  the  financia' 
assets  of  cash,  bank  deposits,  and  U.  S.  savings  bonds  have  also  grown  significantly 
The  increased  values  are  reflected  entirely  in  a  larger  equity  for  the  owners.  The  equity 
of  creditors  has  declined  slightly. 

various  classes  of  physical  assets  on  hand  January  1,  1946,  were  valuec 
at  January  1,  1945  prices,  the  total  inventory  at  the  beginning  of  1946 
would  have  been  658  million  dollars  less  than  on  January  1,  1945 
The  value  of  real  estate  increased  6,289  million  dollars  during  1945: 
substantially  all  of  this  increase  was  due  to  higher  prices.  The  physical 
plant  remained  about  the  same  as  a  year  ago,  though  a  little  the  worse 
for  wear. 

Higher  prices  were  also  responsible  for  the  increased  inventory] 
value  of  livestock.  If  the  current  quantities  of  livestock  on  farms  were| 
valued  at  1945  instead  of  1946  prices,  the  inventory  value  on  January 
1,  1946,  would  have  been  955  million  dollars  less  than  it  actually  was.; 
Had  it  not  been  for  higher  prices,  therefore,  the  inventory  value  on 
January  1,  1946,  would  have  dropped  159  million  dollars  instead  oi 
increasing  796  million  dollars.  (The  price  per  head  of  livestock  used  in 
this  calculation  makes  no  allowance  for  changes  in  the  weight  or  quality 
which  may  have  occurred  during  the  year.) 

Changes  in  prices  for  machinery  and  motor  vehicles  would  have  I 
increased  the  inventory  value  by  45  million  dollars,  but  decreased 
quantities  resulted  in  an  increase  over  last  year  of  only  43  million 
dollars.  The  valuation  of  crops  on  hand,  including  crops  pledged  as 
security  for  Commodity  Credit  Corporation  loans,  decreased  about 
418  million  dollars  during  1945  as  a  result  of  decreased  quantities. 
This  decrease  in  quantity  obscured  the  presence  of  a  140-million-dollar 
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FIGURE  2.— COMPARATIVE  CONSOLIDATED  BALANCE  SHEET  OF  AGRICULTURE. 
JAN.  1.  1940-46.  (PERCENTAGE  DISTRIBUTION  OF  ASSETS.  EQUITIES   AND  LIABILITIES!! 

The  financial  assets  in  the  balance  sheet  of  agriculture  have  about  doubled  in  rela- 
tive importance  since  1940.  Despite  greater  dollar  valuation,  farm  real  estate  now 
constitutes  a  smaller  proportion  of  assets  than  in  1940.  Liabilities  have  become  al 
much  smaller  proportion  of  total  equities,  whereas  proprietors'  equities  have  become 
greater. 

appreciation  in  valuation  caused  solely  by  increases  in  unit  prices. 
Owing  to  the  method  of  valuation,  the  inventory  value  of  household 
equipment  does  not  reflect  price  changes  except  in  the  case  of  new 
equipment.  The  92-million-dollar  increase  in  this  item  was  the  con- 
sequence of  new  purchases  plus  an  increment  in  the  physical  inventory 
caused  mostly  by  the  return  of  war  workers  with  their  furnishings. 

In  the  6-year  period  ended  January  1,  1946,  the  valuation  of  physical 
assets  increased  from  48,835  million  dollars  to  81,472  million  dollars, 
or  67  percent.  During  this  period  only  minor  additions  were  made  to 
the  physical  farm  plant.  The  acreage  in  farms  probably  was  increased 
slightly,1  but  farm  buildings  were  neither  constructed  nor  maintained 
to  the  usual  extent.  Somewhat  more  machinery  was  used  than  before, 
more  livestock  was  retained  on  farms,  and  larger  inventories  of  crops! 
were  kept  in  storage. 

Financial  Assets 

The  financial  assets  of  persons  living  on  farms  accumulated  signif- 
icantly during  1945  and  reached  an  estimated  total  of  20,050  million 


1  Increases  in  acreage  tentatively  reported  in  an  early  release  of  the  1945  Census 
of  Agriculture  (Nov.  30,  1945)  were  mainly  from  changes  in  the  method  of  enumera- 
tion and  from  increases  in  sales  of  agricultural  products  at  wartime  prices  which 
brought  many  small  acreages  into  the  class  producing  $250  or  more  of  products  re- 
quired to  classify  a  tract  of  less  than  3  acres  as  a  farm. 
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dollars  on  January  1,  1946.  Deposits  and  currency  held  by  farmers 
are  estimated  to  have  increased  by  about  one-fourth  and  United  States 
savings  bonds  by  slightly  more.  Investments  in  cooperatives  also 
increased. 

The  large  increases  in  holdings  of  cash  and  Government  bonds  dur- 
ing the  war  years  probably  reflect  some  deterioration  in  the  farm  plant. 
Net  disinvestment  in  farm  buildings,  machinery,  and  all  motor  vehicles 
as  a  result  of  low  maintenance  may  have  been  nearly  800  million  dol- 
lars for  the  years  1942-45. 2  New  outlays  in  1940  and  1941  considerably 
exceeded  depreciation.  The  6-year  period,  however,  showed  a  small 
net  increase  in  investment.  There  probably  were  important  deficiencies 
when  the  period  began.  ^ 

Liquid  assets  provide  the  farmer  with  ready  buying  power.  Although 
they  serve  as  a  hedge  against  price  deflation,  quick  assets  lose  pur- 
chasing power  as  prices  rise.  Prices  paid  for  commodities  by  farmers 
were  22  percent  higher  in  December  1945  than  the  average  for  1940-44. 
Hence,  costs  of  meeting  deferred  maintenance  and  replacements  are 
now  larger  than  before.  Both  capital  replacements  and  additions  may 
have  to  be  made  with  dollars  that  have  less  purchasing  power  than 
when  they  were  accumulated. 

Liabilities 

Farm  debts  were  again  reduced  during  1945,  though  to  a  lesser  extent 
than  in  other  recent  years.  Farm-mortgage  debt  declined  by  190  million 
to  5,081  million  dollars,  down  nearly  4  percent  for  the  year  and  23 
percent  since  January  1,  1940.  Not  only  did  total  mortgage  debt 
decrease  less  during  1945  than  in  previous  war  years,  but  in  20  States 
such  debt  actually  increased. 

Farmers'  non-real-estate  debt  to  the  principal  financing  institutions, 
not  including  loans  guaranteed  by  the  Commodity  Credit  Corpora- 
tion, increased  3  percent  in  1945.  This  increase  may  have  been  due  in 
part  to  a  shift  from  loans  guaranteed  by  the  Commodity  Credit  Cor- 
poration. The  nonrecourse  loans  held  or  guaranteed  by  the  corporation 
decreased  58  percent,  or  568  million  dollars,  as  compared  with  a  52- 
million-dollar  increase  for  the  unguaranteed  loans.  The  reported 
decrease  in  Commodity  Credit  Corporation  loans  was  in  part  the  result 
of  a  change  in  methods  of  bank  reporting,  in  part  the  result  of  a  shift  in 
Commodity  Credit  Corporation  methods  of  supporting  prices,  but 
mainly  it  resulted  from  the  fact  that  there  was  little  incentive  to  obtain 
or  continue  such  loans  when  the  prices  of  farm  products  exceeded  loan 
values.  Debt  to  miscellaneous  lenders  such  as  merchants,  finance 
companies,  and  dealers  is  believed  to  have  increased  somewhat  during 
1945.  During  the  war,  in  certain  rural  areas  where  farmers  depended 
chiefly  on  merchant  credit  for  their  supplies  during  the  crop  season, 
this  type  of  credit  presumably  remained  relatively  more  important 
than  in  urban  places. 


2  Depreciation  is  based  on  the  average  requirement  for  replacement  at  current 
prices.  This  figure  includes  100  percent  of  the  value  of  passenger  automobiles,  whereas 
published  series  of  the  Bureau  of  Agricultural  Economics  concerning  farm  expenses 
reflect  only  40  to  50  percent  of  the  values  and  costs  of  passenger  cars. 


__^_^^_^_— B——^——-. 
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Equities  of  Proprietors 

The  emphasis  often  placed  on  farm  debt  has  tended  to  obscure  the 
extent  of  the  proprietary  interest  in  agriculture  held  by  owner-operators 
and  tenants  as  well  as  by  landlords  and  owners  of  manager-operated 
farms.  Such  persons  held  a  92-percent  equity  in  the  assets  on  January 
1,  1946,  currently  priced  at  relatively  high  levels  in  the  balance  sheet. 
Creditors,  whose  claims  had  been  reduced  by  the  payments  on  debt 
made  by  farmers,  held  claims  equal  to  8  percent  of  the  assets.  The 
corresponding  percentages  for  January  1,  1940,  were  81  for  proprietors 
and  19  for  creditors. 

Inequality  of  Financial  Status 

The  balance  sheet  fails  to  reveal  the  widely  varying  financial  condi- 
tions of  farmers.  It  appears  from  preliminary  information  that  liquid 
assets  are  concentrated  in  the  hands  of  a  comparatively  small  segment 
of  the  farm  population.  Apparently,  10  percent  of  the  farm  operators 
own  70  percent  of  the  demand  deposits  owned  by  farmers,  whereas 
about  half  have  none.  It  further  appears  that  10  percent  own  about  75 
percent  of  the  United  States  savings  bonds  held  by  all  farmers,  and  I 
about  half  own  none.  The  probability  that  farmers  who  have  heavy  debts    I 
have  low  cash  reserves,  and  those  who  have  high  cash  reserves  have  j  j 
small  debts  should  discourage  an  unduly  favorable  interpretation  of 
the  balance  sheet.   The  balance  sheet  merely  reveals  the  composite  j  j 
or  average  situation.  Individual  farmers  have  widely  varying  financial    i 
circumstances. 

FARM  INCOME 

The  amount  and  annual  variations  of  farm  income  influence  decidedly  I  j 
the  behavior  of  most,  if  not  all,  of  the  items  in  the  balance  sheet.  Past  ;J 
net  income  not  only  influences  the  farmer's  cash  position  but,  together  11 
with  prospects  for  future  income,  tends  to  influence  his  investment  and  j 
disinvestment  in  the  industry.  It  also  influences  the  action  of  outside 
investors. 

Despite  slightly  reduced  physical  output  (table  2)  and  somewhat 
higher  costs,  the  total  net  income  from  agriculture  was  sustained  at  a 
high  level  in  1945,  amounting  to  16,060  million  dollars  or  5  percent 
more  than  in  1944  (table  3).  Including  Government  payments,  total 
net  income  from  agriculture  was  16,831  million  dollars.  This  net-income  a 
figure  is  based  on  an  industry-wide  concept  and  is  not  to  be  confused 
with  net  income  to  operators  alone.  From  this  net  income  operators 
still  had  to  pay  wages  to  hired  labor,  rents  to  landlords  not  living  on 
farms,  and  mortgage  interest  to  creditors  not  living  on  farms.  After 
these  deductions  the  tenants  and  owner-operators  together  received 
13,188  million  dollars,  or  5  percent  more  than  in  1944. 

Gross  farm  income  was  higher  in  1945  than  in  1944  because  unit 
prices  received  for  many  crop  and  livestock  items  were  sufficiently 
higher  to  offset  the  smaller  physical  production.  Gross  farm  income 
includes  cash  receipts  from  farm  marketings,  value  of  products  retained 
on  farms  for  home  consumption,  and  rental  value  of  farm  homes. 
Government  payments  are  an  additional  source  of  income  to  farmers 
who  participate  in  various  types  of  farm  programs. 
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In  most  States  cash  receipts  from  farm  marketings  were  somewhat 
above  1944  levels,  although  some  decreases  were  in  evidence,  particu- 
larly in  the  cotton  States  (fig.  3).  Cash  receipts  from  crops  were  at 
about  the  same  level  in  1945  as  in  1944,  notwithstanding  considerable 
reduction  in  receipts  from  cotton.  Receipts  from  tobacco  and  feed 
crops,  mostly  corn  and  oats,  were  larger  than  in  1944.  Despite  higher 
prices,  cotton  marketings  were  lower  mainly  because  drought  in  the 
Southwest  had  reduced  the  acreage  planted  and  unfavorable  growing 
weather  in  the  Southeast  reduced  the  yields.  Receipts  from  tobacco 
were  increased  by  higher  production  at  favorable  prices. 

Table  2. — Index  of  the  volume  of  agricultural  production  for  sale  and  for  consumption 
in  the  farm  home,  1914-21  and  1939-45 


World  War  I  and  postwar 

(1910-14  =  100) 

All 

Livestock 

Year 

produc- 

Crops 

and 

tion 

products 

1914 

104 

111 

98 

1915 

104 

107 

102 

1916 

100 

91 

106 

1917 

103 

99 

106 

1918 

109 

104 

112 

1919 

110 

102 

114 

1920 

111 

115 

107 

1921 

100 

90 

109 

World  War  II  and  postwar 
(1935-39  =  100) 


All 

Year 

produc- 
tion 

Crops 

1939 

106 

107 

1940 

110 

107 

1941 

113 

109 

1942 

124 

121 

1943 

128 

114 

1944 

136 

128 

1945 

132 

123 

Livestock 

and 
products 


106 
112 
115 
126 
137 
141 
138 


CASH  RECEIPTS  FROM  FARM  MARKETI NGS,  INCLUDING 

GOVERNMENT  PAYMENTS,  BY  REGIONS, 

1939,  1944,  AND  1945 


1939 j 1945 
1944 


Figure  3.— For  all  areas  cash  receipts  of  farmers  were  substantially  greater  in  1944 
and  1945  than  in  1939.  A  slight  increase  occurred  from  1944  to  1945  in  all  areas 
except  in  the  Southeast,  the  Delta  States,  and  in  the  Texas-Oklahoma  area  where 
small  declines  took  place.  Since  1939,  Government  payments  have  become  less 
significant  except  in  areas  in  which  dairy  farming  is  important. 
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The  4.7  percent  increase  in  receipts  from  livestock  and  products 
accounts  for  the  2.7  percent  increase  in  receipts  from  farm  marketings 
during  1945.  Increased  receipts  from  poultry  and  eggs  accounted  for 
the  greater  share  of  the  increase.  Cattle  and  calves  sold  at  higher; 
prices  and  more  were  marketed;  sheep  and  lambs  sold  at  higher  prices 
though  the  numbers  sold  remained  about  the  same;  and  the  quantity: 
of  dairy  products  marketed  was  somewhat  increased  over  the  1944 
level.  In  contrast,  despite  a  7-percent  price  advance,  cash  receipts 
from  hogs  were  down  19  percent  because  the  number  marketed  was  24 
percent  below  the  previous  year.  Moreover,  in  1944,  408  million  dollars 
of  cash  receipts  came  from  the  disposal  of  inventory  carried  over  from 
the  previous  vear.  whereas  only  41  million  dollars  were  so  obtained 
in  1945.3 

Nonlabor  production  costs  were  4.5  percent  higher  in  1945  than  in 
1944.  Although  restrained  by  price  controls  on  goods  bought  by  farm- 
ers, reported  costs  appeared  to  be  on  the  increase.  Hired  labor  reported 
in  the  income  statement  as  a  part  of  the  return  from  agriculture  (table  3) 
cost  the  operators  5.5  percent  more  in  1945  than  in  1944. 

A  complete  reconciliation  of  the  income  statement  and  the  balance 
sheet  cannot  be  made  for  several  reasons.  In  the  first  place  the  two 
statements  apply  to  slightly  different  concepts  of  the  enterprise  for 
which  an  accounting  is  being  made.4  Also,  many  transactions  which 
affect  the  balance  sheet  do  not  show  up  in  the  income  statement. 
Examples  of  these  are  capital  transactions,  entrepreneural  withdrawals 
and  investments,  and  improvements  in  farm  plant  accomplished  by 
labor  of  the  farm  family.  Also,  owing  to  accounting  procedures  em- 
ployed, the  inventory  adjustment  of  the  income  statement  applies 
only  to  crops  on  hand  for  sale  and  livestock  whether  or  not  for  sale; 
whereas  the  crop  inventory  for  the  balance  sheet  covers  all  crops 
including  feed,  seed,  etc.,  which  may  not  be  for  sale.  Furthermore, 
valuations  entered  in  the  balance  sheet  reflect  price  changes  even 
though  physical  quantities  may  not  change. 

THE  ASSET  ITEMS 

Agriculture  as  an  industry  is  characterized  by  a  large  amount  of 
capital  investment  relative  to  the  labor  employed.  Over  half  of  the 
investment  on  January  1,  1946  was  in  land  and  buildings  and  about  a 
fourth  was  in  non-real-estate  physical  property  such  as  crops,  livestock, 
and  farm  and  home  equipment.  The  remaining  capital  items,  about 
one-fifth  of  the  total,  were  the  financial  assets  which  consist  of  cur- 
rency, bank  deposits,  and  Government  bonds,  and  other  investments 
(fig.  2).  This  section  deals  with  the  changes  in  value  and  amount  of 
these  various  assets  that  occurred  during  1945  and  the  five  preceding 
years. 


3  Valued  in  terms  of  prices  at  the  year  end  in  each  case  and  only  for  items  commonly 
held  for  sale.  These  figures  are  not  to  be  confused  with  changes  in  values  of  the  total 
inventory  shown  in  the  Balance  Sheet  which  includes  feed,  breeding  stock,  and  other 
elements  not  "held  for  sale." 

4  See  Burroughs,  R.  J.  consolidated  balance  sheet  and  income  statement 
for  agriculture.  Jour.  Farm  Econ.  27  (2):  463-471.  1945. 
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Farm  Real  Estate 

The  value  of  land  and  buildings,  which  constitutes  56  percent  of 
the  total  assets  of  farmers,  was  56.6  billion  dollars  in  1946.  The  rise  in 
value  during  the  preceding  year  was  6.3  billion  dollars  or  about  13  per- 
cent. Except  for  1919  and  for  the  year  ended  March  1944  this  is  the 
greatest  increase  of  values  in  any  one  year  on  record  (table  4). 

By  March  1,  1946  the  index  of  value  per  acre  of  farm  land  had  risen 
171  percent  above  the  prewar  period  1935-39.  This  about  equals  the 
increase  during  the  World  War  I  period  of  70  percent  from  the  average 
of  1912-14  to  the  peak  in  1920.  Notwithstanding  the  same  rate  of  in- 
crease, the  present  level  is  still  somewhat  lower  than  the  high  following 
World  War  I,  the  index  (1912-14  =  100)  for  1946  being  142  as  com- 
pared with  170  in  1920. 

The  rise  of  land  values  during  1945  occurred  in  all  States,  but 
at  varying  rates.  The  only  States  which  showed  an  increase  of  not 
more  than  5  percent  were  Maine,  New  Hampshire,  and  Utah.  The 
States  having  the  largest  increases  (16  to  20  percent)  were  in  the 
Appalachian  region,  the  eastern  part  of  the  Corn  Belt,  and  Mississippi, 
Alabama,  Oklahoma,  and  Colorado  (fig.  4).  Land  values  in  the  Appa- 
lachian and  Pacific  regions  are  now  double  the  values  of  the  1912-14 
base  period  and  are  higher  than  at  any  time  during  the  World  War  I 
period  (fig.  5).  Industrialization  and  an  increased  demand  for  tobacco 
may  have  contributed  to  the  high  values  in  the  Appalachian  region, 
whereas  in  the  Pacific  region  the  improvement  of  farm  land,  especially 
through  irrigation  and  the  planting  of  new  citrus  orchards,  has  caused 
a  substantial  enhancement  in  values  over  those  of  World  War  I.  In 
the  Northeast  where  the  urban  influence  is  strong,  land  values  are 
now  higher  than  in  any  other  year  except  1920.  In  all  of  the  Midwest, 
values  of  farm  real  estate  have  risen  substantially;  but  in  view  of  the 
low  levels  at  the  beginning  of  the  war,  present  values  in  the  Midwest 
are  still  far  below  those  of  the  first  war  period.  In  the  Great  Plains 
region,  where  droughts  and  low  prices  were  particularly  depressing 
during  the  1930's,  values  have  not  reached  the  1912-14  levels. 

The  increase  in  value  of  farm  real  estate  is  due  almost  wholly  to  an 
increase  in  prices.  The  actual  physical  condition  of  the  country's 
agricultural  plant  has  not  improved.  Probably  it  has  deteriorated. 
Many  farm  structures,  because  of  the  character  of  wartime  labor  and 
shortages  of  materials,  are  now  in  need  of  extensive  repairs  and  im- 
provements. Likewise,  as  a  result  of  heavy  production  and  the  shift  to 
intertilled  crops,  farm  land  in  many  areas  has  been  depleted. 

Activity  in  the  farm  real  estate  market  increased  from  51.5  volun- 
tary sales  per  1,000  farms  to  54.9  in  the  year  ending  March  15,  1946. 
Although  somewhat  under  the  peak  of  55.9  per  1,000  farms  reached  2 
years  earlier,  voluntary  farm  sales  appear  to  have  been  nearly  twice 
as  frequent  last  year  as  the  average  for  the  period  1935-39. 

In  general,  an  increasing  amount  of  cash  has  been  involved  in  these 
transfers.  Of  the  recorded  farm  real  estate  sales  in  about  130  selected 
counties  of  the  United  States,  58  percent  were  entirely  for  cash.  For 
1942,  1943,  and  1944  the  percentage  of  the  sales  for  all  cash  were  45, 
52,  and  55,  respectively.  For  the  transfers  financed  by  credit,  down 
payments  during  1945  averaged  42  percent  of  the  purchase  price  as 
compared  with  40  percent  in  1944  and  38  percent  in  1943.  Notwith- 
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PERCENTAGE   INCREASE   IN  AVERAGE  VALUE   PER  ACRE  OF 

FARM   REAL  ESTATE,  FROM  MARCH   1,  1945 

TO  MARCH   1,  1946 


BAE  45999 

Figure  4. — Land  values  increased  in  every  State  during  the  year  ended  March  1, 
1946,  averaging  a  13-percent  rise.  The  only  States  which  showed  an  increase  of 
not  more  than  5  percent  were  Maine,  New  Hampshire,  and  Utah.  Those  having 
the  largest  increases  of  16  to  20  percent  were  Mississippi,  Alabama,  Oklahoma, 
Colorado,  and  the  States  in  the  Appalachian  region  and  the  eastern  part  of  the 
Corn  Belt. 

standing  the  large  cash  payments,  heavy  debts  are  still  being  incurred 
in  connection  with  some  purchases.  During  1945  about  one-seventh 
of  all  purchases  involved  a  debt  of  75  percent  or  more  of  the  purchase 
price.  On  the  average,  the  debt  in  such  cases  was  more  than  the  full 
market  value  in  1941. 

The  impact  of  this  boom  in  land  values  on  the  financial  condition  of 
farmers  will  vary  with  different  individuals.  Serious  results  will  probably 
not  come  to  those  who  owned  farms  at  the  beginning  of  the  rise  nor  to 
those  who  have  bought  farms  and  have  since  reduced  their  debts  to  a 
size  that  is  manageable  even  with  lower  incomes.  But  to  a  substantial 
number  of  recent  purchasers,  for  whom  high  real  estate  prices  have 
resulted  in  large  mortgage  debts,  a  decline  in  farm  incomes  may  bring 
financial  difficulties. 


Non-Real-Estate  Physical  Inventories 

The  value  of  non-real-estate  physical  inventories  on  farms  on  Jan- 
uary 1,  1946  showed  an  increase  of  512  million  dollars  over  that  of  a 
year  earlier  (table  5).  This  2-percent  increase  brought  the  total  inven- 
tory value  to  24,888  million  dollars.  Of  the  total,  livestock  on  farms 
accounted  for  nearly  39  percent,  crops  25  percent,  machinery  19  percent, 
and  household  equipment  17  percent.  During  1945  increased  inventory 
values  were  registered  for  livestock,  machinery,  and  household  equip- 
ment. The  value  of  livestock  on  farms  increased  by  nearly  800  million 
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FARM  REAL  ESTATE:  ESTIMATED  VALUE  PER  ACRE 
BY  REGIONSJ915-21  AND  1940-46* 

INDEX  NUMBERS  (1912-14=  100) 


BAE  46000 

Figure  5. — The  rise  in  land  values  during  the  World  War  II  period  has  been  at  about 
the  same  rate  but  at  a  lower  level  as  compared  with  the  World  War  I  period.  In 
all  of  the  Midwest,  particularly  the  Great  Plains,  farm  real  estate  values  are  still 
below  those  of  World  War  I.  However,  in  the  Appalachian  and  Pacific  regions 
values  now  are  double  those  of  the  1912-14  base  period  and  are  higher  than  they 
were  at  any  time  during  World  War  I.  Also  values  in  the  Northeast  are  now  higher 
than  the  1920  peaks. 

dollars.  The  increase  in  the  value  of  machinery  and  household  equip- 
ment was  nominal  and  the  value  of  crops  held  by  farmers  was  down. 
Compared  with  1940,  total  inventory  values  of  non-real-estate 
physical  assets  were  up  64  percent.  Livestock  inventories  were  higher 
by  88  percent,  crops  by  132  percent,  machinery  and  motor  vehicles  by 
53  percent,  and  household  equipment  by  1  percent. 


LIVESTOCK    ON    FARMS 

Livestock  and  poultry  on  farms  on  January  1,  1946..  were  estimated 
to  have  a  value  of  9,635  million  dollars,  the  highest  on  record.5  The 
increase  during  1945  was  almost  800  million  dollars,  or  about  9  percent. 
During  1944  there  had  been  a  decrease  of  7  percent.  With  the  exception 
of  horses  and  mules,  which  decreased  in  value  about  134  million,  the 
inventory  value  of  each  of  the  other  classes  of  livestock  was  larger  at 
the  beginning  of  1946  than  a  year  earlier. 

The  increase  in  the  value  of  livestock  on  farms  during  1945  was 
primarily  the  result  of  an  increase  in  the  value  per  head.  The  unit 
values  of  milk  cows,  other  cattle,  sheep,  hogs,  and  poultry  increased 
during  1945,  although  those  of  horses  and  mules  declined.  On  the  other 
hand,  the  numbers  of  cattle,  sheep,  horses,  and  mules  were  less  than 


5  For  detailed   information   by  States  see  United   States   Bureau   of  Agricultural 
Economics  Livestock  on  Farms  January  1.  Feb.  15,  1946.  [Processed.] 
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a  year  earlier  and  considerably  less  than  on  January  1,  1944.  Only  hogs 
and  poultry  showed  an  increase  in  numbers  during  1945  (table  6). 

The  decline  during  1945  in  the  number  of  horses  and  mules  was  a 
continuation  of  the  long-time  downward  trend.  The  decrease  in  the 
number  of  cattle  appears  to  be  a  continuation  of  the  downward  move- 
ment of  the  cattle  number  cycle  that  started  in  1944.  Although  the 
supply  of  feed  grains  per  animal  unit  of  all  types  was  about  5  percent 
smaller  on  January  1,  1946,  than  a  year  earlier,  the  favorable  relation- 
ship between  the  cost  of  feed  and  the  price  of  hogs  and  poultry  during 
most  of  1945  contributed  to  their  increased  numbers  in  that  year.  Hay 
stocks  were  up  7  percent,  but  despite  this  factor  the  number  of  hay- 
consuming  livestock  was  down  4  percent. 

Comparing  the  situation  now  with  that  at  the  close  of  World  War  I, 
cattle  and  hogs  were  valued  at  higher  prices  per  head  at  the  beginning 
of  1946  than  in  1919  (table  7).  The  average  value  of  milk  cows  was 
$112  at  the  beginning  of  1946  compared  with  $78.37  in  1919.  Cattle 
other  than  milk  cows  were  $58.57  per  head  in  1946  compared  with  $44.53 
in  1919.  Prices  of  hogs  were  $24.00  in  1946  and  $22.18  in  1919.  In  con- 
trast, sheep  and  lambs,  and  horses  and  mules  were  lower  in  value  in 
1946  than  in  1919. 


Table   6. — Livestock   on  farms:   Number,   value  per  head,   and  total  inventory  value, 
United  States.  Jan.  1,  1940-46 

NUMBER  ON  FARMS 


Horses 

Mules 

Cattle  and  calves 

Sheep 

Hogs 

Poultry 

"Vear 

Milk  cows 

Total 

Chickens 

Turkeys 

1940! 

1941 

1942 

1943 

1944 

1945  i 

Thousands 
10,442 
10,214 
9,907 
9,675 
9,302 
8,841 
8,259 

Thousands 
4,039 
3,922 
3,813 
3,704 
3,531 
3,405 
3,196 

Thousands 
24,926 
25,478 
26,398 
27,106 
27,656 
27,674 
26,785 

Thousands 
68,197 
71,461 
75,162 
79,114 
82,364 
81,909 
79,791 

Thousands 
52,399 
54,283 
56,735 
55,775 
51,769 
47,780 
44,241 

Thousands 
61,115 
54.256 
60,377 
73,736 
83,852 
59,759 
62,344 

Thousands 
438,288 
422,909 
474,910 
540,798 
576,441 
510,939 
525,536 

Thousands 
8,569 
7,252 
7,623 
6,704 
7,572 
7,323 

1946 

8,734 

VALUE  PER  HEAD 


1940.. 
1941.. 
1942.. 
1943.. 
1944.. 
1945  1. 
1946.. 


Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

77.34 

115.83 

57.28 

40.58 

6.31 

7.7S 

0.605 

68.27 

107.21 

60.90 

43.26 

6.73 

8.34 

.654 

64.75 

107.51 

77.89 

55.08 

8.61 

15.62 

.832 

80.00 

128.00 

99.50 

69.60 

9.6S 

22.50 

1.04 

78.80 

143.00 

102.00 

68.70 

8.72 

17.50 

1.17 

65.00 

133.00 

99.20 

67.20 

8.58 

20.70 

1.21 

57.30 

132.00 

112.00 

76.50 

9.69 

24.00 

1.26 

Dollars 
2.14 
2.25 
3.08 
4.46 
5.29 
5.73 
5.72 


TOTAL  INVExNTORY  VALUE 


1940.. 
1941.. 
1942.. 
1943.. 
1944.. 
1945  » 
1946.. 


1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

807,540 

467,821 

1,427,707 

2,767,300 

330,775 

475.700 

265,000 

697,352 

420,469 

1,551,679 

3,091,259 

365,496 

452,586 

276,427 

641.520 

409,929 

2,056.148 

4,140,256 

488,468 

942.931 

395,042 

773,609 

472,481 

2,697.652 

5,502,802 

539,650 

1,661,215 

561,027 

732,865 

505,710 

2,822,040 

5,661.097 

451,383 

1,470,533 

»  676.353 

574,229 

454,021 

2,745,236 

5,503,311 

409,844 

1,239,108 

616,853 

473,388 

420,556 

2,998,545 

6,103.365 

428,488 

1 ,496;966 

662.137 

1,000 
dollars 
18,312 
16,411 
23.4S7 
29,897 
40,091 
41,926 
49,924 


1  Revised. 
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Table  7. — Livestock:  Farm  value  per  head,  United  States,  Jan. 

/,  1915-20  a 

nd  1940-46 

Year 

Horses 

Mules 

Milk  cows 

Cattle, 
other  than 
milk  cows 

Hogs             Sheep  and 
lambs 

1915 

1916 

Dollars 
103.23 
101.45 
102.64 
103.97 
97.94 
96.45 

77.34 
68.27 
64.75 
80.00 

78.80 

Dollars 
112.19 
113.78 
118.45 
128.97 
135.58 
148.29 

115.83 
107.21 
107.51 
128.00 
143.00 
133.00 
132.00 

Dollars 
55.30 
53.81 
59.51 
70.63 
78.37 
81.51 

57.28 
60.90 
77.89. 
99.50 

102.00 
99.20 

112.00 

Dollars 
33.86 
34.00 
36.45 
41.39 
44.53 
39.99 

30.96 
33.48 
42.74 
53.94 
51.90 
50.85 
58.57 

Dollars 
9.95 
8.48 
11.82 
19.69 
22.18 
20.00 

7.78 
8.34 
15.62 
22.50 
17.50 
20.70 
24.00 

Dollars 

4.39 

5.10 

7.06 

11.76 

11.49 

10.59 

6.31 
6.73 
8.61 
9.68 
8.72 
8.58 
9.69 

1917 

1918 

1919 

1920 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

65.00 
57.30 

CATTLE 

On  January  1,  1946  the  total  value  of  cattle  on  farms  amounted  to 
6,103  million  dollars.  This  constituted  almost  two-thirds  of  the  inven- 
tory value  of  all  livestock  on  farms.  Milk  cows  and  heifers  2  years  old 
or  over  kept  for  milk  production  made  up  nearly  half  of  the  value  of 
all  cattle  and  calves. 

The  total  value  for  all  cattle,  estimated  at  6,103  million  dollars, 
was  about  600  million  more  than  a  year  ago  and  about  442  million 
above  the  previous  high  of  January  1,  1944.  In  view  of  the  reduced 
numbers  of  cattle  and  in  the  absence  of  evidence  of  any  change  in 
quality,  it  is  apparent  that  the  increased  inventory  value  on  January 
1,  1946,  is  the  result  primarily  of  increased  prices.  At  the  value  per  head 
which  prevailed  at  the  beginning  of  1945  the  inventory  value  of  cattle 
would  have  been  741  million  dollars  lower  than  that  for  January  1,  1946, 
and  at  1940  prices  the  inventory  value  would  have  been  2,865  million 
dollars  lower. 

During  1945  the  total  number  of  cattle  and  calves  declined  about 
2,118,000,  of  which  number  889,000  head  were  milk  cows  (including 
heifers  and  calves  intended  for  milk  cows).  Other  cattle  showed  a  net 
decline  of  1,229,000  during  1945.  Beef  cows  were  the  only  separately 
tabulated  group  to  register  a  gain.  The  number  of  steers  declined  about 
5  percent,  bulls  about  4  percent,  yearling  heifers  not  kept  for  milk 
about  3  percent,  and  other  calves  about  1  percent. 

The  average  value  per  head  of  cattle  set  a  new  high  at  $76.50  on 
January  1,  1946.  This  was  over  $9  higher  than  a  year  earlier  and  nearly 
$7  higher  than  the  previous  peak  reached  in  1943.  Milk  cows  were 
valued  at  the  record  high  of  $112  per  head  on  January  1,  1946,  which 
was  $12.80  higher  than  a  year  earlier. 


The  inventory  value  of  hogs  increased  from  1,239  million  dollars 
on  January  1,  1945,  to  1,497  million  on  January  1,  1946.  Except  for 
poultry,  hogs  were  the  only  class  of  livestock  to  show  an  increase  in 
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numbers  during  1945.  Although  the  number  of  hogs  on  farms  at  the 
beginning  of  1946  was  larger  than  a  year  earlier,  it  was  still  26  percent 
below  the  peak  number  of  nearly  84  million  on  January  1,  1944.  On 
the  other  hand,  the  average  value  per  head  of  $24  exceeded  the  previous 
peak  of  $22.53  per  head  on  January  1,  1943,  and  was  16  percent  higher 
than  at  the  beginning  of  1945. 

Most  of  the  increase  in  hog  numbers  occurred  in  the  midwestern 
States — particularly  in  the  Corn  Belt.  Increases  in  the  Corn  Belt  and 
adjacent  States  were  more  than  sufficient  to  offset  a  downward  trend 
in  other  areas  and  thus  to  raise  the  total  numbers  above  last  year. 

HORSES   AND    MULES 

The  number  of  horses  on  farms  January  1,  1946,  was  the  smallest 
since  1871.  It  is  only  39  percent  of  the  peak  of  21.4  million  head  reached 
in  1915.  During  1945  the  number  of  horses  declined  7  percent.  The 
number  of  colts  under  1  year  fell  by  25  percent,  whereas  those  from  1 
to  2  years  old  fell  14  percent.  This  tends  to  raise  the  average  age  of 
workstock  and  to  make  probable  still  further  decline  in  the  number 
of  horses. 

The  number  of  mules  on  farms  also  fell  during  1945  at  about  the 
same  rate  as  horses,  and  the  largest  decline  in  numbers  occurred  in 
colts  under  2  years  of  age. 

Further  reducing  inventory  valuations,  the  value  per  head  of  horses 
dropped  nearly  $8  and  the  value  of  mules  $1.  This  drop  in  value  com- 
bined with  fewer  numbers  to  bring  about  a  decrease  in  inventory 
value  of  33.5  million  dollars  in  the  case  of  mules  and  a  shrinkage  of 
about  100  million  dollars  for  horses. 


Continuing  a  4-year  trend,  the  number  of  sheep  and  lambs  declined 
from  47.8  million  in  1945  to  44.2  million  in  1946,  or  more  than  7  percent. 
Sheep  and  lambs  on  feed  for  market  decreased  2  percent,  and  stock 
sheep  and  lambs  declined  8  percent.  The  number  in  this  latter  class  on 
January  1,  1946,  was  25  percent  below  that  of  January  1,  1942,  and  is 
the  smallest  since  1926.  The  average  value  per  head  was  $9.69  as  com- 
pared with  $8.58  a  year  earlier.  This  increased  value  per  head  was 
the  reason  inventory  values  of  sheep  increased  from  410  million  dollars 
on  January  1,  1945,  to  428  million  dollars  on  January  1,  1946. 


Chickens  on  farms,  excluding  commercial  broilers,  totaled  526 
million  on  January  1,  1946.  This  number  was  3  percent  larger  than  a 
year  earlier  and  17  percent  above  the  1935-44  average.  As  a  result  of 
high  prices  for  chickens  and  eggs  the  number  of  chickens  raised  in 
1945  was  10  percent  higher  than  in  1944;  however,  increased  produc- 
tion of  chickens  was  mostly  offset  by  heavy  marketings  during  the 
last  3  months  of  1945.  By  January  1,  1946,  therefore,  the  number  of 
hens  on  farms  was  13  percent  smaller  than  a  year  earlier,  although  the 
number  of  pullets  was  8  percent  larger  and  that  of  other  chickens  34 
percent  larger,  resulting  in  a  3-percent  over-all  increase  in  number. 

The  value  of  chickens  on  January  1,  1946,  was  $1.26  per  bird  com- 
pared with  $1.21  on  January  1,  1945  and  $0.77  for  the  10-year  average, 
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1935-44.  The  larger  number  and  the  higher  price  brought  the  inventory 
value  to  662  million  dollars  on  January  1,  1946,  or  7  percent  higher 
than  a  year  earlier. 

The  number  of  turkeys  reached  a  record  high  of  8.7  million  birds. 
This  was  19  percent  above  January  1,  1945,  and  29  percent  above  the 
10-year  average,  1935-44.  On  January  1,  1946,  28  percent  more  market- 
able turkeys  were  on  hand  than  a  year  earlier  and  15  percent  more 
breeder  hens.  The  value  of  turkeys  on  January  1,  1946,  was  $5.72 
per  bird  as  compared  with  $5.73  a  year  earlier  and  $2.93  for  the  10- 
year  average.  The  total  inventory  value  was  about  50  million  dollars 
— 19  percent  above  the  year  previous  and  2J^  times  the  10-year  average. 

INVENTORY  VALUE  OF  CROPS 

The  inventory  value  of  crops  on  farms  on  January  1,  1946,  is  esti- 
mated at  5,872  million  dollars,  a  decrease  of  about  52  million  dollars 
during  1945.  This  change  in  inventory  values  reflects  changes  in  both 
price  and  quantity  of  the  various  crops.  Some  indication  of  over-all 
quantity  changes  can  be  shown  by  multiplying  the  1945  and  1946 
quantities  of  each  of  the  various  crops  by  a  constant  price.  This  compu- 
tation indicates  that  quantities  held  on  farms  January  1,  1946,  were 
about  3  percent  less  than  a  year  before.  On  the  other  hand,  the  valua- 
tion of  the  1946  inventory  would  have  been  140  million  dollars  or  2 
percent  less  if  valued  at  1945  prices.  This  indicates  that  prices  were 
about  2  percent  higher  than  a  year  ago  and  that  140  million  dollars  of 
the  total  inventory  value  on  January  1,  1946  was  the  result  of  increased 
prices  alone. 

Grains  and  oil  crops  on  farms  were  the  only  classes  to  show  an  in- 
creased value.  The  value  of  grain  crops  was  about  20  million  dollars 
larger  than  at  the  beginning  of  1945  and  the  value  of  oil  crops  a  little 
over  6  million  dollars  larger.  Higher  prices  were  responsible  for  both  of 
these  increases.  The  values  of  hay  and  forage  crops,  vegetables,  tobacco, 
and  miscellaneous  crops  were  nearly  80  million  dollars  less  on  January 
1,  1946,  than  on  January  1,  1945  (table  8).  This  decrease  occurred 
despite  higher  prices  for  all  classes  except  vegetables. 

Table  8. — Inventory  value  of  crops  on  farms,  by  classes,  United  States,  Jan.  1,  1940-46  l 


Class 


1940 


1941 


1942 


1943 


1944 


1945  2 


1946 


Grain  3 

Hay  and  forage  4 . 

Oil  crops  5 

Vegetables  6 

Tobacco 

Miscellaneous  7.  .  . 

Total 


1,000 

dollars 
1,444,910 
665,883 
33,746 
72,281 
84,216 
37,605 


1,000 

dollars 
1,565,881 
698,987 
45,183 
55,917 
67,752 
58,815 


1,000 

dollars 
2,230,510 
862,825 
56,527 
90,863 
89,540 
78,216 


1,000 

dollars 

2,976,420 

1,039,034 

220,223 

115,928 

134,660 

98,461 


1,000 

dollars 

3,514,920 

1,436,756 

184,780 

172,816 

177,680 

76,988 


1,000 

dollars 
3,564,908 
1,458,946 
169,732 
157,792 
269,770 
302,921 


1,000 

dollars 

3,584,004 

1,425,742 

176,332 

153,271 

236,066 

296,730 


2,338,641 


2,492,535 


3,408,481 


4,584,726 


5,563,940 


5,924,069 


5,872,145 


1  Crops  stored  on  farms  including  those  sealed  under  Commodity  Credit  Corporation  loan  programs. 
Excludes  all  stocks  held  off  the  farm. 

2  Revised. 

3  Corn,  wheat,  oats,  barley,  rye,  buckwheat,  rice,  sorghum  for  grain,  dry  edible  beans,  and  dry  field 
peas. 

4  All  hay,  corn  silage  and  forage,  and  sorghum  for  silage  and  forage. 

5  Soybeans,  flaxseed,  peanuts,  and  cottonseed. 

6  Irish  potatoes,  cabbage,  and  onions. 

_  7  Broomcorn,  cotton,  and  hayseed.   Hayseed  includes  red  clover,  alfalfa,  lespedeza,  alsike  clover, 
timothy,  and  sweet  clover. 
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WAREHOUSE    RECEIPTS 

In  addition  to  crops  stored  on  farms,  farmers  hold  substantial  quan- 
tities in  storage  off  farms.  The  extent  of  these  holdings  is  influenced 
largely  by  current  and  prospective  market  conditions.  Little  informa- 
tion is  available  on  warehouse  receipts  other  than  those  which  were 
security  for  loans  made  or  guaranteed  by  the  Commodity  Credit 
Corporation.  The  value  of  w-arehouse  receipts  used  as  collateral  for 
such  loans  as  of  January  1,  1946,  is  estimated  at  251.8  million  dollars. 
This  is  less  than  half  the  amount  outstanding  a  year  before  and  is 
smaller  than  at  any  time  since  the  beginning  of  the  war  (table  9).  The 
increase  in  market  prices,  especially  of  cotton  and  wheat,  to  levels 
substantially  higher  than  loan  values  is  the  main  reason  for  the  smaller 
volume  of  farmer-owned  crops  entering  or  remaining  in  off-farm 
storage. 

Table  9. — Estimated  value  of  warehouse  receipts  pledged  as  security  for  CCC  loans, 
specified  commodities,  United  States,  Jan.  1,  1940-46 


Commodity 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

Million 
dollars 

Million 
dollars 

Million 

dollars 

0.7 

253.8 

.7 

Million 

dollars 

1.6 

253.3 

1.8 

.1 

268.4 

Million 

dollars 

0.6 

90.9 

.1 

(l) 

422.9 
.1 
.5 
C1) 

Million 
dollars 

0) 

176.3 

.8 
(l) 

440.8 

0) 
C1) 
.5 

Million 
dollars 
C1) 
39.5 

Wheat 

127.5 

222.7 
.1 

0) 

Rye 

Cotton 

178.4 

228.0 

135.3 

212.3 

(i) 

0) 

0) 

C1) 

0) 

Total 

305.9 

450.8 

390.5 

525.2 

515.1 

618.4 

251.8 

1  Less  than  §50,000. 

FARM  MACHINERY  AND  MOTOR  VEHICLES 

The  inventory  value  of  farm  machinery  and  motor  vehicles  on  Jan- 
uary 1,  1946,  wras  4,805  million  dollars,  an  increase  of  43  million  dollars 
over  a  year  earlier.  This  small  increase  is  in  contrast  to  increases  of 
388  million  dollars  in  1944  and  194  million  in  1943.  Adjustments  in 
inventory  values  for  higher  prices  amounted  to  only  45  million  dollars 
in  1945  compared  with  nearly  300  million  in  1944  and  445  million  in 
1943  (table  10).  Expenditures  by  farmers  during  1945  were  well  over  a 
billion  dollars  for  the  second  consecutive  year,  but  even  these  dollar 
replacements  failed  to  maintain  the  physical  inventory  of  machinery 
and  motor  vehicles  as  the  amount  of  depreciation  more  than  equaled 
farmers'  purchases  (fig.  6).  In  1942  and  1943  depreciation  exceeded 
purchases  by  372  million  dollars.  The  year  just  before  the  entry  of  the 
United  States  into  the  war  was  the  year  of  peak  expenditures  for  farm 
machinery  and  the  year  of  peak  production  of  such  machinery.  During 
that  year  farmers'  purchases  totaled  nearly  1.3  billion  dollars  and  pro- 
duction was  nearly  24  percent  above  the  1940  level.  Beginning  in  1942, 
however,  controls  were  established  over  the  production  and  distribu- 
tion of  farm  machinerv. 
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FIGURE  6.-PURCHASES  AND  DEPRECIATION  OF  FARM  AUTOMOBILES.  MOTORTRUCKS 
TRACTORS.   AND   OTHER   FARM    MACHINERY,   UNITED   STATES.    1910-45. 

Farmers'  purchases  and  the  depreciation  of  motor  vehicles  and  other  farm  ma- 
chinery during  1945  were  about  equal  in  amount.  Thus,  there  was  no  addition  to  the 
physical  inventory  of  such  assets  during  the  year.  In  1944,  however,  there  was  an 
excess  of  purchases  over  depreciation,  but  this  was  not  sufficient  to  offset  the  defi- 
ciency between  purchases  and  depreciation  in  the  war  years  1942  and  1943. 

WARTIME   MACHINERY  CONTROLS 

The  original  program  developed  before  the  entry  of  the  United 
States  into  the  war,  indicated  minimum  needs  for  production  of  farm 
machinery  and  tractors  in  1942  equivalent  to  108  percent  of  the  quan- 
tity produced  in  1940.  After  December  7,  1941,  however,  it  was  decided 
that  materials  could  not  be  allotted  for  more  than  80  percent  of  the 
1940  production.  Shortages  of  materials,  which  developed  later  in 
1942,  resulted  in  an  estimated  actual  production  of  such  equipment 
equal  to  72  percent  of  the  1940  production.  In  September  1942  the 
Requirements  Committee  in  the  War  Production  Board  presented 
a  program  for  1943  which  called  for  a  production  of  23  percent  of  that 
for  1940.  Even  though  this  restriction  was  substantially  relaxed  later 
on,  it  is  estimated  that  production  during  the  8  months  ended  June 
30,  1943  was  only  about  20  percent  of  the  1940  production  rate.  For 
the  last  half  of  1943  production  at  the  1940  rate  was  authorized^ 

Although  production  increased  decidedly  during  this  period,  it  was 
still  behind  schedule  by  a  sizable  amount  at  the  beginning  of  1944. 
The  production  schedule  was  further  enlarged  in  the  first  half  of  1944 
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Table  10. — Farm  machinery  and  motor  vehicles:  Expenditures,  depreciation,  and  value, 

United  States,  1940-46 
TRACTORS.  ATTACHMENTS,  AND  PARTS 


Value,  January  1 

Farmers' 
expendi- 
tures 

Value 
January 

1  plus 
expendi- 
tures 

Amount 
of  depre- 
ciation 

Value 
December 
31,  un- 
adjusted 
for  price 

Adjust- 
ment for 
price 
change 

Year 

Index 

(1910  = 

100) 

Amount 

Value 
Decem- 
ber 31 

1940 

100 
102 
U31 
»137 
U29 
U49 
160 

Million 

dollars 

1595 

»606 

1778 

1815 

768 

884 

953 

Million 
dollars 
239 
350 
189 
134 
347 
313 

Million 
dollars 
1834 
1956 
1967 
949 
1.115 
1,197 

Million 

dollars 

1175 

1201 

1203 

199 

234 

251 

Million 

dollars 

1659 

1755 

1764 

750 

881 

946 

Million 

dollars 

i  -53 

23 

51 

18 

3 

7 

Million 
dollars 
1  606 

1941 

1778 

1942 

815 

1943 

768 

1944 

884 

1945 

953 

1946 

OTHER  FARM.  MACHINERY 


1940 

100 
103 
118 
134 
,139 
156 
167 

1,364 
1,410 
1,604 
1,824 
1,900 
12,131 
2,278 

331 
444 
464 
373 
579 
536 

1,695 
1,854 
2,068 
2,197 
2,479 
2,667 

271 
297 
331 
352 
397 
427 

1,424 
1,557 
1,737 
1,845 
2,082 
2,240 

-14 
47 
87 
55 

149 
38 

1,410 

1941 

1,604 

1942 

1,824 

1943 

1.900 

1944 

i  2,131 

1945 

2.278 

1946 

AUTOMOBILES 


1940. 
1941, 
1942. 
1943. 
1944. 
1945. 
1946. 

1940. 
1941. 
1942. 
1943. 
1944. 
1945. 
1946. 

1940. 
1941. 
1942. 
1943. 
1944. 
1945. 
1946. 


100 

944 

305 

1,249 

250 

999 

40 

110 

1,039 

376 

1,415 

283 

1,132 

113 

132 

1,245 

77 

1,322 

264 

1.058 

159 

129 

1,217 

95 

1,312 

262 

1,050 

315 

145 

1,365 

122 

1,487 

297 

1,190 

214 

149 

1,404 

112 

1,516 

303 

1,213 

0 

128 

1,213 

1,039 
1.245 
1,217 
1.365 
1.404 
1,213 


MOTORTRUCKS 


100 

238 

81 

319 

61 

258 

10 

113 

268 

111 

379 

72 

307 

28 

141 

335 

13 

348 

66 

282 

42 

136 

324 

i    27 

1351 

i    67 

1284 

i    57 

1143 

*341 

l    44 

1385 

i    73 

1312 

i    31 

i  144 

1343 

103 

446 

85 

361 

0 

152 

361 

268 
335 
324 
1341 
1343 
361 


TOTAL  MACHINERY  AND  MOTOR  VEHICLES 


100 

1  3,141 

956 

1  4.097 

1     757 

1  3,340 

1  -17 

106 

1  3,323 

1,281 

1  4,604 

1     853 

1  3,751 

211 

126 

1  3,962 

743 

1  4,705 

1     864 

1  3,841 

1339 

133 

4,180 

1     629 

1  4,809 

1     880 

1  3,929 

1445 

1  139 

1  4,374 

1  1,092 

1  5,466 

1  1,001 

1  4,465 

1297 

152 

1  4,762 

1,064 

5,826 

1,066 

4,760 

45 

153 

4,805 

'  Revised. 

and  the  rate  of  output  during  the  year  ended  June  30,  1944,  was  esti- 
mated to  have  been  10  percent  greater  than  for  the  calendar  year  1940. 
For  the  year  following,  production  was  authorized  at  about  the  same 
level,  but  actual  production  of  machinery,  other  than  tractors,  was 
about  20  percent  behind  schedule  during  the  year.  Production  of  tractors 
was  maintained  nearly  on  schedule. 

Despite  the  difficulties  of  obtaining  materials  and  labor,  therefore, 
production  of  machinery  was  maintained  at  nearly  the  1940  production 
level  during  1944  and  1945,  but  was  considerably  below  such  level  in 
1942  and  1943.  The  wartime  machinery  controls  which  had  been  in 
effect  for  4  years  were  ended  on  August  21,  1945. 
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MOTOR   VEHICLES 


The  inventory  value  of  motor  vehicles  (automobiles,  trucks,  and 
tractors)  on  January  1,  1946,  totaled  2,527  million  dollars,  a  drop  of 
104  million  dollars  during  1945.  Of  the  total  value,  automobiles  ac- 
count for  48  percent,  tractors  nearly  38  percent,  and  trucks  14  percent. 
The  inventory  value  of  automobiles  on  farms  made  up  more  than  25 
percent  of  the  total  inventory  value  of  all  machinery  and  motor  vehicles 
on  January  1,  1946.  Each  year  since  1941  depreciation  of  farm  auto- 
mobiles has  exceeded  purchases  (fig.  7).  However,  adjustments  for 
changes  in  the  price  have  caused  the  value  of  such  cars  on  farms  to 
increase  from  a  low  of  1,217  million  dollars  on  January  1,  1943,  to  a 
high  of  1,404  million  dollars  on  January  1,  1945.  Little  change  in 
prices  during  1945,  plus  a  continued  excess  of  depreciation  over  pur- 
chases, reduced  inventory  value  on  January  1,  1946,  to  1,213  million 
dollars.  Similar  conditions  existed  during  most  of  the  war  with  regard 
to  the  inventory  value  of  motortrucks.  But  in  1945  expenditures  for 
motortrucks  were  2.3  times  greater  than  in  1944  and  they  exceeded 
depreciation  by  18  million  dollars.  The  January  1,  1946,  inventory 
value,  which  also  reflects  a  minor  price  change,  is  therefore  only 
slightly  higher  than  a  year  before. 


TRACTORS 


Emphasis  all  through  the  war  was  placed  on  the  necessity  of  keeping 
up  the  production  of  tractors.  In  1942  and  1943  purchases  averaged 
about  39  million  dollars  less  per  year  than  the  amount  of  depreciation. 
In  contrast,  the  combined  deficit  in  automobiles  and  motortrucks 
averaged  more  than  223  million  dollars  per  year.  Furthermore,  during 
1942  and  1943  purchases  of  tractors  were  maintained  at  about  67 
percent  of  1940  purchases  as  compared  with  only  28  percent  for  auto- 
mobiles and  25  percent  for  motortrucks.  In  1944  and  1945  expenditures 
exceeded  depreciation  by  more  than  175  million  dollars,  bringing  the 
inventory  value  of  tractors  on  January  1,  1946,  to  953  million  dollars. 
This  is  more  than  60  percent  greater  than  the  value  on  January  1,  1940. 

OTHER   FARM   MACHINERY 

Even  during  the  material  and  labor  shortages  of  1942  and  1943, 
enough  machinery  other  than  motor  vehicles  was  available  so  that  pur- 
chases exceeded  depreciation.  Furthermore,  in  both  1944  and  1945, 
expenditures  exceeded  the  peak  purchases  for  1941  by  an  average  of 
more  than  110  million  dollars  per  year. 

The  continued  excess  of  farmers'  purchases  over  depreciation,  plus 
adjustments  to  reflect  price  changes,  resulted  in  successive  increases  in 
the  January  1  inventory  values  of  machinery  other  than  motor  vehicles 
each  year  during  the  period  1940-46.  Thus,  although  depreciation  has 
more  than  offset  farmer  purchases  of  machinery  in  general  for  each 
year  during  this  period  except  1940,  1941,  and  1944,  the  deficiency  in 
purchases  has  been  wholly  in  the  group  including  tractors,  trucks,  and 
automobiles. 

HOUSEHOLD  FURNISHINGS  AND  EQUIPMENT  ON  FARMS 

Little  change  occurred  during  1945  in  the  reported  value  of  furnish- 
ings and  equipment  in  the  farm  homes  (table  11).  The  value  of  such 
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FIGURE    7.— FARM     MACHINERY:    PURCHASES    AND     DEPRECIATION.    UNITED    STATES. 

1910-45. 

During  1945,  purchases  of  farm  machinery  and  tractors  exceeded  depreciation, 
whereas  purchases  of  automobiles  and  trucks  were  less  than  depreciation.  Since  1940 
the  purchases  of  tractors  and  farm  machinery  have  exceeded  depreciation  in  every 
year  except  1942  and  1943  when  tractor  purchases  were  low.  After  the  production 
curtailment  in  1941,  farmers'  purchases  of  automobiles  and  trucks  have  been  far 
less  than  depreciation. 

items,  estimated  at  4,324  million  dollars  for  January  1,  1946,  was  only 
92  million  dollars  more  than  the  value  for  the  previous  year.6 


6  Valuations  are  not  strictly  comparable  with  those  for  other  farm  assets  as  valua- 
tions of  household  furnishings  and  equipment  are  based  upon  original  cost,  minus 
depreciation,  with  no  adjustment  for  changes  in  price  of  such  inventories  but  with 
an  allowance  for  movement  of  furniture  when  families  move  to  or  from  farms.  These 
estimates  are  made  by  the  Family  Economics  Division  of  the  Bureau  of  Human 
Nutrition  and  Home  Economics,  U.  S.  Department  of  Agriculture. 
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Table  11. — Estimated  value  of  household  furnishings  and  equipment  in  farm  family 
homes,  United  States,  Jan.  1,  1940-46 


Year 

Total 

Average  per 
family 

Year 

Total 

Average  per 
family 

1940 

Million 

dollars 
4,275 
4,299 
4,386 
4,265 

Dollars 
598 
608 
633 
649 

1944. 

Million 

dollars 
4,276 
4,232 
4,324 

Dollars 

660 
658 

1941 

1945 

1942 

1946 

661 

1943 

The  value  of  new  furniture  and  equipment  bought  during  the  year 
somewhat  more  than  offset  the  depreciation  on  the  old.  Purchases  were 
made  at  somewhat  higher  prices  than  in  the  previous  year.  The  in- 
crease in  farm  population  from  25,190,000  on  January  1,  1945,  to 
25,990,000  on  January  1,  1946,  due  largely  to  the  return  of  veterans 
and  war  workers  to  farms,  increased  requirements  for  furniture  and 
equipment.7 

Financial  Assets  8 

Property  holdings  of  farmers  in  ordinary  times  consist  mostly  of 
the  physical  types,  the  growth  and  volume  of  which  have  been  reported 
in  preceding  sections,  and  of  investments  in  farm  cooperatives.  The 
need  for  physical  assets  is  so  pressing  that  in  normal  times  most 
farmers,  as  many  other  groups,  are  likely  to  carry  on  with  a  minimum 
of  ready  money  and  securities  that  can  be  cashed  quickly.  In  addition 
to  drawing  down  their  supply  of  money  to  negligible  amounts,  farmers 
frequently  use  credit  to  provide  the  physical  means  of  farming  and  of 
living.  Consequently,  money  savings  are  quickly  converted  into  phys- 
ical assets  or  are  used  to  reduce  debts.  Large  accumulations  of  money 
or  of  nonfarm  investments  by  farmers  have  been  uncommon,  except 
under  conditions  that  permitted  farm  income  to  rise  sharply,  or  that 
restricted  expenditures.  During  the  recent  war,  and  throughout  1945, 
circumstances  favored  the  accumulation  of  financial  assets. 


BANK  DEPOSITS 

Bank  deposits  owned  by  farmers  on  January  1,  1946,  are  estimated 
at  about  10  billion  dollars.  Since  the  beginning  of  1940  the  increase  in 
farmer-owned  deposits  has  totaled  about  7  billion  dollars,  of  which  2 
billion  accumulated  in  the  year  1945  alone  (table  12). 

The  expansion  of  bank  deposits  has  been  rather  general  with  all 
groups  throughout  the  United  States.  However,  it  appears  that  farmer- 
held  deposits  have  grown  at  a  somewhat  faster  rate  than  have  deposits 


7  United  States  Bureau  of  Agricultural  Economics.  Farm  Population:  April  1940 
to  January  1946,  Series  No.  7,  Census-BAE.  May  2,  1946. 

8  For  a  description  and  consideration  of  the  limitations  of  the  methods  used  in 
estimating  farmer-owned  bank  deposits  and  farmer  purchases  of  United  States  sav- 
ings bonds  refer  to  Appendixes  E  and  F,  pages  185  and  195,  of  the  Impact  of  the  War 
on  the  Financial  Structure  of  Agriculture,  U.  S.  Dept.  Agr.,  Misc.  Pub.  567,  199  pp., 
1945.  It  is  hoped  that  better  data  from  more  extensive  farm  surveys  will  be  available 
later.  The  6.8  billion  dollar  estimate  for  demand  deposits  compares  with  the  6.0  billion 
made  by  the  Board  of  Governors  of  the  Federal  Reserve  System  (Federal  Reserve 
Bulletin,  May  1946,  p.  469). 
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of  most  other  groups  (fig.  8).  Not  only  have  farm  incomes  risen  rapidly 
but  some  types  of  farm  expenditures  have  been  reduced  because  of  the 
general  shortages.  This  is  illustrated  by  the  recent  trend  of  rural  retail 
sales  (fig.  9).  It  is  probable  that  a  sizable  part  of  the  increase  in  deposits 
has  been  at  the  expense  of  deterioration  of  the  agricultural  plant. 

Table  12. — Farmer-owned  bank  deposits,  United  States,  Jan.  1,  1940-46 


Deposits 

Year 

Demand 

Time 

Total 

1940        

Billion  dollars 
1.5 
1.7 
2.2 
3.2 
4.5 
5.4 
6.8 

Billion  dollars 
1.4 
1.5 
1.6 
1.8 
2.0 
2.5 
3.3 

Billion  dollars 
2.9 

1941                           

3.2 

1942                          

3  8 

1943         

5.0 

1944                                        

65 

1945                          

7.9 
10.1 

1946                     
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FIGURE   8.— BANK    DEPOSITS:    ALL    BANKS    AND    COUNTRY    BANKS.    UNITED    STATES. 

JUNE  30  AND    DEC.   31.    1923-45. 

INDEX  NUMBERS  (1924-29=  100) 

Bank  deposits  of  most  groups  have  been  expanding  since  1933  and  at  a  particularly 
rapid  rate  during  the  war.  Demand  deposits  have  grown  more  than  have  time  de- 
posits. The  deposits  of  country  banks,  which  largely  reflect  holdings  of  farmers,  have 
grown  faster  than  the  deposits  of  all  banks  since  1939. 
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Before  the  war  the  year-to-year  changes  in  cash  farm  income,  rural  retail  sales, 
and  demand  deposits  of  country  banks  were  closely  correlated.  During  the  war  period, 
however,  the  scarcity  of  many  goods  meant  that  retail  sales  remained  comparatively 
constant.  The  continued  rise  in  farm  income  has  been  one  of  the  main  factors  causing 
a  sharp  climb  in  bank  deposits. 

Demand  deposits  of  all  farmers  are  currently  estimated  to  be  6.8 
billion  dollars  or  over  5  billion  more  than  at  the  beginning  of  1940. 
Time  deposits,  now  estimated  at  3.3  billion,  increased  nearly  2  billion 
dollars  during  this  6-year  period.  The  trend  of  deposits  owned  by 
farmers  in  various  regions  is  indicated  by  the  growth  of  deposits  of 
country  banks.  Total  deposits  have  risen  to  about  four  times  the  1940 
figure  in  each  of  the  areas  for  which  the  Bureau  of  Agricultural  Eco- 
nomics maintains  an  index  except  the  Lake  States.  Even  there,  total 
deposits  have  more  than  tripled.  The  major  portion  of  the  increase 
is  in  the  form  of  demand  deposits,  which  in  most  areas  are  now  between 
five  and  six  times  as  great  as  in  1940.  The  indexes  of  time  deposits 
show  the  largest  increases  in  the  Lake  and  Corn  Belt  States  and  the 
smallest  increases  in  Texas-Oklahoma,  and  the  Great  Plains  States. 
The  relatively  small  growth  of  time  deposits  reflects  in  part  the  low 
interest  paid  on  them.  It  is  also  probable  that  the  patriotic  appeal  of 
United  States  Savings  Bonds  as  well  as  their  higher  return  has  attracted 
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savings  of  farmers  that  might  otherwise  have  been  deposited  in  time 
or  savings  accounts  in  banks. 

The  distribution  of  bank  deposits  among  areas  and  among  farmers 
can  be  only  roughly  approximated.  A  recent  farm  survey  by  the  Bureau 
of  Agricultural  Economics,  however,  indicates  that  10  percent  of  the 
farm  operators  held  70  percent  of  all  demand  deposits  owned  by  this 
group.  Furthermore,  about  half  of  all  farm  operators  have  no  demand 
deposits.  In  the  northern  and  western  regions  of  the  country  approxi- 
mately 40  percent  of  the  farmers  surveyed  reported  no  such  deposits, 
whereas  in  the  South  about  60  percent  reported  no  deposits.  In  the 
North  and  West  45  percent  of  the  owners  and  only  about  40  percent 
of  the  tenants  stated  that  they  had  no  demand  deposits.  On  the  other 
hand,  in  the  South  approximately  half  of  the  owners  and  nearly  three- 
fourths  of  the  tenants  and  croppers  reported  no  such  deposits.  The 
proportion  of  farm  operators  who  had  no  time  or  savings  accounts  was 
substantially  greater  than  those  who  had  no  demand  accounts,  espe- 
cially in  the  South. 

CURRENCY 

On  January  1,  1946,  currency  outside  banks  stood  at  26.8  billion 
dollars,  of  which  21.1  billion  is  believed  to  have  been  held  by  individuals. 
No  specific  information  is  available  as  to  the  amount  of  currency  held 
by  farmers.  For  the  purpose  of  estimating  this  item  to  complete  the 
balance  sheet,  however,  it  is  assumed  that  the  21.1  billion  dollars  is 
divided  between  farm  and  nonfarm  persons  (including  the  armed 
forces)  on  the  basis  of  their  numbers.  On  this  basis  farmers  appear  to 
have  held  3.9  billion  dollars  in  currency  on  January  1,  1946.  This  com- 
pares with  3.3  billion  dollars  at  the  beginning  of  1945  and  1.0  billion 
on  January  1,  1940. 9  These  are  very  rough  approximations,  subject 
to  revision  when  more  information  becomes  available. 

The  forces  that  are  believed  to  have  contributed  to  the  unprece- 
dented growth  of  currency  in  private  hands  during  the  war  mostly  con- 
tinued to  the  end  of  1945.  These  include  high  wartime  incomes,  received 
in  many  cases  by  persons  not  accustomed  to  using  checking  accounts; 
restricted  opportunities  for  spending  current  income;  shifts  in  popula- 
tion which  often  severed  banking  connections  in  the  old  location  without 
establishing  them  in  the  new;  and  illegal  activities  like  black-market 
transactions  and  tax  evasion. 

UNITED  STATES  SAVINGS  BONDS 

The  value  of  United  States  savings  bonds  held  by  the  farm  population 
on  January  1,  1946,  is  estimated  at  5  billion  dollars.  The  net  increase 
during  1945  was  slightly  more  than  a  billion  dollars.  Although  sub- 
stantial, this  growth  is  less  than  occurred  in  1944  or  in  1943. 

The  smaller  growth  of  savings-bond  holdings  in  1945  is  due  mainly 
to  a  smaller  volume  of  purchases.  The  amount  of  Series  E  bonds  bought 
by  farmers  in  1945  is  estimated  at  1,088  million  dollars,  compared  with 
1,472  million  in  1944  and  1,165  million  in  1943  (table  13).  The  decline 
in  purchases  was  general.  Only  in  the  Great  Plains  and  the  Southeast 


9  Estimates  for  the  period  1940-45  have  been  revised  in  accordance  with  later 
estimates  of  "currency  held  by  individuals"  by  the  Board  of  Governors  of  the  Fed- 
eral Reserve  System. 
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were  purchases  slightly  larger  in  1945  than  in  1943.  Among  the  reasons 
for  the  decline  may  be  a  "let  down"  associated  with  the  end  of  the  war, 
one  less  bond  drive  in  1945  than  in  1944,  and  the  desire  of  some  farmers 
to  hold  more  ready  cash,  hoping  to  buy  new  machinery  and  other 
capital  improvements.  As  in  previous  years,  it  is  assumed  that  series  E 
bonds  constituted  92  percent  of  all  United  States  savings  bonds  bought 
by  farmers. 

Table  13. —  United  States  savings  bonds:  Estimated  cost  of  series  D  and  E  bonds 
purchased  by  farmers,  by  regions,  1940-45 


Region 

1940 

1941 

1942 

1943 

1944 

1945 

Total 

Northeast  ' 

Million 

dollars 

12 

12 

5 

16 

29 

5 

10 

8 

4 

7 

Million 

dollars 

20 

19 

9 

19 

34 

10 

11 

14 

6 

12 

Million 
dollars 
74 
82 
39 
70 
138 
40 
43 
49 
23 
52 

Million 

dollars 

118 

147 

78 
141 
257 

72 
109 
102 

52 

89 

Million 
dollars 
150 
176 
104 
169 
318 

87 
151 
132 

70 
115 

Million 

dollars 

112 

135 

82 

116 

237 

67 

114 

95 

48 

82 

Million 
dollars 
486- 
571 
317 
531 
1,013- 
281 
438 
400 
203 
357 

Southeast  3 

Corn  Belt  5 

Delta  States  6 

Great  Plains  7 

Mountain  8 

Pacific  9 

108 

154 

610 

1,165 

1,472 

1,088 

4,597 

1  Maine,  New  Hampshire,  Vermont,  Massachusetts,  Rhode  Island,  Connecticut,  New  York,  New 
Jersey,  Pennsylvania. 

2  Delaware,  Maryland,  Virginia,  West  Virginia,  North  Carolina,  Kentucky,  Tennessee. 

3  South  Carolina,  Georgia,  Florida,  Alabama. 

4  Michigan,  Wisconsin,  Minnesota. 

5  Ohio,  Indiana,  Illinois,  Iowa,  Missouri. 

6  Mississippi,  Arkansas,  Louisiana. 

7  North  Dakota,  South  Dakota,  Nebraska,  Kansas. 

8  Montana,  Idaho,  Wyoming,  Colorado,  New  Mexico,  Arizona,  Utah,  Nevada, 
'Washington,  Oregon,  California. 

The  increasing  rate  of  redemptions  also  tended  to  retard  the  growth 
of  bond  holdings  of  farmers  in  1945.  Until  1943  the  estimated  amount  of 
bonds  cashed  by  farmers  was  more  than  offset  by  the  increased  values 
that  were  accruing  on  bonds  retained.  In  1945  the  value  of  bonds  cashed 
by  farmers,  estimated  at  about  180  million  dollars,  was  approximately 
three  times  the  accrued  interest.  It  is  probable  that  some  bonds  were 
cashed  for  the  purchase  of  farms  or  the  limited  supplies  of  new  farm 
machinery  which  were  available.  Notwithstanding  the  larger  cash-ins 
by  farmers,  the  rate  was  substantially  less  than  for  the  total  popula- 
tion. For  the  latter,  the  rate  was  nearly  14  percent  of  the  amount  of 
bonds  held  at  the  beginning  of  the  year.  There  are  indications  that 
the  bulk  of  bonds  now  owned  is  concentrated  in  the  hands  of  a  relatively 
small  proportion  of  the  farm  population.  In  a  Nation-wide  quarterly 
survey  of  about  2,500  farm  operators  conducted  by  BAE,  10  percent 
of  those  reporting  held  about  three-fourths  of  the  bonds,  and  about 
50  percent  reported  they  owned  no  bonds.  The  survey  also  indicates 
that  for  those  operators  owning  bonds  the  average  amounts  held  were 
greater  for  owners  than  for  tenants. 

Wide  differences  in  the  amount  of  bonds  owned  by  individual  farmers 
may  be  explained  in  part  by  the  fact  that  some  have  felt  it  advisable 
to  invest  their  savings  in  the  farm  business.  Others  have  retained  their 
liquid  funds  in  the  form  of  cash  and  bank  accounts  or  have  used  them 
to  pay  debts.  However,  the  basic  reason  for  the  negligible  bond  hold- 
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ings  of  many  farmers  is  the  lack  of  sufficient  income  to  cover  adequately 
farm  and  family  expenditures  and  still  have  much  left  for  investment. 

COMPARATIVE  GROWTH  OF  LIQUID  ASSETS 

The  growth  of  farmers'  holdings  of  currency,  bank  deposits,  and 
Government  bonds  during  the  war  was  continuous  and  large.  A, similar 
accumulation  of  such  "liquid  assets"  took  place  among  nonfarm  groups 
(fig.  10). 
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During  the  war  the  liquid  assets  of  all  groups  expanded  greatly.  These  assets  of 
farmers  expanded  faster  than  all  groups  as  a  whole  and  at  about  the  same  rate  as  for 
unincorporated  businesses.  For  farmers,  U.  S.  Government  securities  and  demand 
deposits  showed  the  greatest  percentage  increases. 

Liquid  asset  holdings  of  farmers  grew  at  a  faster  rate  in  the  period 
1940-45  than  those  of  any  other  group  whose  holdings  are  depicted  in 
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figure  10.  However  the  year-by-year  percentage  changes  in  total  liquid 
assets  of  farmers  and  of  unincorporated  business  are  strikingly  alike. 
Less  similar  is  the  growth  of  liquid  assets  held  by  persons  other  than 
farmers.  Here  the  rate  of  growth  was  little  more  than  half  that  of 
farmers'  holdings.  The  rate  of  growth  for  'all  types"  was  69  percent 
of  the  rate  for  farmers. 

These  comparisons  suggest  that  during  the  war  factors  which  affected 
the  income  and  savings  of  farmers  were  more  like  those  that  affected 
the  earnings  of  unincorporated  business  than  like  those  that  influenced 
the  income  and  savings  of  the  wage-earning  and  professional  classes. 
This  is  not  surprising  as  the  typical  farmer  really  operates  an  "unin- 
corporated business,"  the  income  and  outgo  of  which  reflect  market 
changes  more  immediately  and  with  greater  sensitivity  than  wages 
or  other  personal  earnings  of  the  nonfarm  groups. 

Although  each  type  of  liquid  asset  increased  throughout  the  war  in 
absolute  amount  for  each  type  of  owner,  the  relative  importance  of 
the  individual  items  changed  variously  among  different  types  of  holders 
(table  14).  For  example,  the  relative  importance  of  currency  declined 
somewhat  for  unincorporated  business  and  farmers,  but  approximately 
doubled  for  other  persons.  Demand  deposits  of  each  type  of  holder 
rose  more  rapidly  than  other  liquid  assets  in  the  early  years  of  the 
war,  and  then,  although  continuing  to  rise  in  absolute  amounts,  de- 
clined in  relative  importance.  At  the  end  of  the  war  the  proportion  of 
demand  deposits  to  all  liquid  assets  of  farmers  and  other  persons  was 
approximately  that  of  1940,  whereas  in  the  case  of  unincorporated 
business  it  was  22  percent  less  than  in  1940. 

For  every  type  of  holder  the  relative  importance  of  time  deposits 
declined  more  than  any  other  type  of  liquid  asset.  This  was  due  chiefly 
to  the  equally  general  and  notable  rise  in  relative  importance  of  Gov- 
ernment securities.  For  farmers,  Government  security  holdings  rose 
from  6  to  26  percent  of  the  total;  for  unincorporated  business,  from  17 
to  40  percent;  and  for  other  persons,  from  15  to  33  percent.  For  all 
holders,  the  increase  was  from  19  to  40  percent  of  the  total.  On  January 
1,  1946,  farmers'  holdings  of  Government  bonds  were  exceeded  in  value 
only  by  demand  deposits. 

INVESTMENT  IN  COOPERATIVES 

The  equity  of  farmers  in  cooperatives  on  January  1,  1946,  is  esti- 
mated at  1,031  million  dollars.  This  is  an  increase  of  63  million  during 
the  last  vear  and  319  million  over  the  6-vear  period  beginning  January 
1,  1940  (table  15). 

Marketing  and  purchasing  associations,  which  are  of  most  importance 
in  volume  of  business,  have  about  doubled  their  net  worth  since  1940. 
Although  the  number  of  marketing  associations  declined  somewhat, 
the  financial  interest  of  farmers  in  them  has  expanded  greatly  as  many 
individual  associations  grew  in  size  and  in  scope  of  operations.  Pur- 
chasing associations  grew  slightly  in  number  and  show  a  very  marked 
strengthening  in  financial  condition.  This  is  a  result  of  increased  savings 
growing  out  of  the  broadening  of  services  available  to  patrons  and  the 
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increase  in  the  volume  of  supplies  bought  by  farmers,  especially  feed, 
petroleum,  seed,  and  fertilizer. 

The  financial  interest  of  farmers  in  other  kinds  of  cooperatives  has 
shown  a  similar  trend.  The  surplus  and  reserves  of  mutual  fire  insur- 
ance companies  have  nearly  doubled  since  1940.  Fewer  losses  and  ex- 
panded coverage  resulting  from  both  new  members  and  higher  building 
valuations  have  been  the  main  causes  of  this  increase  in  net  worth. 
Stock  ownership  by  members  in  the  production  credit  associations  has 
increased  as  a  result  of  an  increased  volume  of  loans,  continued  holding 
of  stock  by  members  after  retirement  of  their  loans,  and  voluntary 
purchases  of  additional  stock.  On  the  other  hand,  the  large  volume  of 
paid  off  farm-mortgage  loans  that  were  paid  has  resulted  in  a  sub- 
stantial reduction  in  farmers'  financial  interest  in  the  national  farm 
loan  associations  and  the  Federal  land  banks.  The  financial  condition 
of  mutual  irrigation  and  telephone  companies  probably  has  improved 
along  with  the  general  rise  in  prosperity  of  agriculture,  but  because 
of  wartime  shortages  of  material  and  labor  it  is  doubtful  that  these 
companies  have  experienced  any  great  expansion  in  activities.  No 
current  estimates  are  available,  but  it  seems  conservative  to  carry  as 
the  net  worth  for  each  year  since  1940,  the  latest  prewar  estimates. 


Table  14. — Percentage  distribution  of  selected  types  of  liquid  assets  of  specified  owners, 

United  States,  Jan.  L  1940-46  l 

FARMERS 


Type  of  asset 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

Percent 

23.3 

36.5 

34.3 

5.9 

Percent 

23.6 

36.4 

32.4 

7.6 

Percent 

25 .4 

37.6 

28.0 

9.0 

Percent 
24.8 
39.3 
21.5 
14.4 

Percent 
23.3 
39.0 
17.2 
20.5 

Percent 
21.8 
35.9 
16.5 
25.8 

Percent 
20.5 

35.9 

17.2 

U.  S.  Government  securities 

26.4 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

UNINCORPORATED   BUSINESS 


14.1 
48.4 
20.3 
17.2 

13.9 
52.8 
18.0 
15.3 

15.3 
50.6 
15.3 

18.8 

16.5 
46.3 
11.6 
25.6 

15.9 

45.9 

9.4 

28.8 

15.2 
39.7 

8.9 
36.2 

14.0 

37.8 

Time  deposits 

U.  S.  Government  securities 

8.6 
39.6 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

OTHER  PERSONAL  (EXCLUDING  FARMERS) 

8.8 
14.4 
61.7 
15.1 

9.8 
14.7 
59.7 
15.8 

12.2 
16.7 
52.6 
18.5 

14.4 
18.6 
41.2 
25.8 

16.0 
15.9 
37.6 
30.5 

16.0 
15.2 
36.0 
32.8 

15.6 

Demand  deposits 

Time  deposits 

U.  S.  Government  securities 

13.8 
37.9 
32.7 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

ALL  TYPES  2 


Currency 

8.9 
32.1 
40.4 
18.6 

9.4 
34.6 
38.2 

17.8 

11.0 
34.3 
33.1 
21.6 

11.7 
32.9 
24.8 
30.6 

11.9 
31.1 
21.2 
35.8 

11.9 
27.9 
20.5 
39.7 

11.5 
27.3 

21.4 

U.  S.  Government  securities 

39.8 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1  BAE  estimates  based  in  part  on  data  from  Board  of' Governors  of  Federal  Reserve  System. 
1  Includes  corporations  (other  than  banks  and  insurance  companies)  and  trust  funds  in  addition  to 
types  appearing  separately  in  this  table. 
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Table  15. — Farmers'  financial  interest  in  selected  types  of  cooperatives,   United  States, 

Jan.  1,  1940-46 


Type  of  cooperative 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

Marketing   and    purchasing   asso- 
ciations l 

Farmers'   mutual   telephone   corn- 

Million 
dollars 

322 

23 

197 

42 

17 

108 

3 

Million 
dollars 

345 

23 

197 

45 

18 

107 

3 

Million 
dollars 

382 

23 

197 

50 

20 

104 

3 

Million 
dollars 

432 

23 

197 

56 
23 

98 
2 

Million 
dollars 

498 

23 

197 

61 

27 

85 

2 

Million 
dollars 

577  , 

23 

197 

2  67 
29 

74 
1 

Million 
dollars 

2  638 

23 

Farmers'    mutual   irrigation   com- 
panies 4 

Farmers'     mutual    fire    insurance 

197 
2  73 

Production  credit  associations  6. . .  . 
National  farm  loan  associations  6 .  . 

33 

66 

1 

Total 

712 

738 

779 

831 

893 

968 

1,031 

1  Net  worth.   Source:    BAE  estimates  based  on  data  accumulated  by  Farm  Credit  Administration. 

2  Preliminary. 

3  Investment  in  plant  and  equipment  less  borrowed  money.  Figure  used  for  each  date  is  that  for  Jan. 
1,  1938.  Source:   census  of  electrical  industries,  1937,  U.  S.  Bur.  Census. 

*  Net  worth  Jan.  1,  1940,  used  for  each  date.    Source:  census  of  irrigation  of  agricultural  lands, 
1940,  U.  S.  Bur.  Census. 

5  Surplus  and  reserves.   Source:    Data  for  1940-41  from  Farm  Credit  Administration;  after  1941  from 
BAE. 

6  Par  value  of  capital  stock  owned  by  individuals.   Source:   Farm  Credit  Administration. 

Because  of  a  wider  base  and  larger  volume  of  business  at  a  higher 
price  level  many  associations  have  retained  greater  amounts  of  savings 
to  cover  increased  costs  of  operations  and  to  provide  desirable  new- 
facilities.  Moreover,  reserves,  for  such  contingencies  as  inventory  losses 
from  possible  price  declines  have  been  established.  Prosperous  agri- 
cultural conditions  in  recent  years  have  made  the  improvement  of 
the   financial   condition   of   these   cooperatives   a   comparatively   easy 

THE  EQUITY  ITEMS 

So  far,  this  report  has  dealt  with  the  valuation  of  the  various  assets 
of  agriculture.  The  two  important  groups  which  hold  equities  in  these 
assets  are  the  proprietors  of  the  farming  business  and  their  creditors. 
The  relationship  of  these  two  interests  is  of  considerable  significance 
with  respect  to  the  present  and  future  financial  situation  of  agriculture. 
These  equities,  particularly  those  of  creditors,  will  be  discussed  in  this 
section. 

Farm  Real  Estate  Debt 

Indebtedness  secured  by  mortgages  on  farm  real  estate  was  approx- 
imately 5,081  million  dollars  on  January  1,  1946,  or  190  million  dollars 
less  than  a  year  earlier  (table  16).  This  debt  at  the  beginning  of  1946 
was  the  lowest  since  1915  and  was  less  than  half  of  the  peak  of  10,786 
million  dollars  reached  in  1923. 

The  decline  in  farm  real  estate  debt  of  3.6  percent  during  1945 
compares  with  a  reduction  of  6.5  percent  in  1944  and  7.9  percent  during 
1943  (fig.  11).  This  change  in  the  pace  of  debt  reduction  in  part  re- 
flects increases  in  debt  in  20  States  during  1945  as  compared  with  only 
8  States  in  the  preceding  year.  The  rate  of  decline  slowed  down  in 
most  areas,  and  farm-mortgage  debt  actually  increased  in  the  Delta 
and  Pacific  regions.  The  Texas-Oklahoma  area  was  the  only  one  to 
experience  a  greater  decrease  during  1945  than  in  1944.  The  largest 
percentage  decrease  during  1945  occurred  in  the  Great  Plains  with  a 
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drop  of  11.6  percent,  which  was  followed  closely  by  a  decline  of  9.9  | 
percent  in  the  Texas-Oklahoma  area. 

As  a  result  of  the  higher  farm  incomes  during  the  war  and  the  lim- 
ited  alternative  uses  of  that  income,  mortgage-debt  repayments  during 
1940-46  have  been  substantial.  Even  increased  amounts  of  new  loans 
made  during  this  period  have  not  been  enough  to  offset  principal  re- 
payments. As  is  indicated  in  table  16,  the  net  reduction  in  the  debt 
has  ranged  as  high  as  52  percent  in  Montana  and  Utah.  The  Mountain 
States  in  general  showed  an  average  reduction  of  one-third,  second  only 
to  the  decline  of  44  percent  which  took  place  in  the  Great  Plains.  The 
smallest  reduction  occurred  in  the  Delta  States,  where  it  averaged  only 
4  percent.  Other  areas  with  reductions  of  20  percent  or  more  were  the 
Texas-Oklahoma  and  Corn  Belt  regions.  For  the  United  States  as  a 
whole,  the  decline  in  farm-mortgage  indebtedness  averaged  22.9 
percent. 


PERCENTAGE  CHANGE  IN  OUTSTANDING  FARM-MORTGAGE 
DEBT,  JAN.  1,  1945 -JAN.  1, 1946 


UNITED  STATES 
3.6  PERCENT   DECREASE 


PERCENT 

INCREASE 

10.0  and  over 

5.0-9.9 

0.0-4.9 

DECREASE 

0.0-4.9 

ED   5.0-9.9 

[:;.;:;.)  10.0  and  over 


BAE   45976 

FIGURE      1  I. -PERCENTAGE     CHANGE     IN      OUTSTANDING     FARM  -  MORTGAGE     DEBT. 
JAN.  1.   1945-JAN.   1.   1946. 

Total  farm-mortgage  debt  for  the  country  as  a  whole  declined  further  during  1945 
although  the  decrease  amounted  to  only  3.6  percent.  This  slowing  down  in  the  ratej 
of  debt  reduction  in  part  reflects  increases  in  debt  in  20  States  during  1945  as  com- 
pared with  only  8  St?ves  in  1944. 


Since  Janui-  :  :  4,  1940,  farm  real  estate  debt  has  declined  22.9  per- 
cent. Most  of  die  decline  occurred  during  the  period  1942-44  and  the 
largest  drop,  totaling  482  million  dollars,  took  place  during  1943.  In; 
three  regions — Great  Plains,  Texas-Oklahoma,  and  Mountain — the 
reduction  between  1940  and  1946  exceeded  30  percent,  with  the  greatest 
decrease  of  43.7  percent  in  the  Great  Plains.  The  smallest  change  was 
a  decline  of  3.9  percent  in  the  Delta  States. 

Loans  of  the  Federal  agencies,  which  represent  almost  30  percent 
of  the  total  farm  real  estate  debt,  continued  to  decline  during  1945 
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(table  17,  fig.  12).  Farm  mortgages  held  by  the  Federal  land  banks 
declined  at  a  slower  rate  than  in  either  1944  or  1943,  dropping  to 
1,079  million  dollars.  This  slower  rate  was  partly  accounted  for  by  an 
increase  of  one-third  in  the  amount  of  new  loans  closed,  which  re- 
sulted in  part  from  an  increase  of  about  one-tenth  in  the  average  size 
of  new  loans.  Another  factor  was  a  change  in  regulations  which  per- 
mitted the  land  banks  to  make  loans  up  to  65  percent  of  normal  value 
of  the  farm  and  to  take  over  eligible  loans  of  the  Federal  Farm  Mort- 
gage Corporation.  Nevertheless,  Federal  land  bank  loans  were  down 
10.8  percent  from  the  level  of  Januarv  1,  1945,  and  46.3  percent  from 
j   January  1,  1940. 

Table  17. — Farm -mortgage  debt:  Total  outstanding  and  amounts  held  by  major  lender 
groups,  United  States,  Jan.  1,  1940-46,  with  percentage  change  1 940-46  and  1945-46 


Year 


Total 
debt 


Federal 
land 
banks 


Federal 

Farm 

Mortgage 

Corporation 


Farm 
Security 
Adminis- 
tration 


Life 
insurance 
companies 


Insured        Individuals 
commercial  and 

banks  others 


i  i  1940 

;  1941 

i  ■  1942 

I  1943 

!  1944 

I  1945 
1946 


1940-46 . 
1945-46. 


1,000 

dollars 
6,586,399 
6,534,487 
6,483.847 
6,117,168 
5,634,772 
5,270,655 
5,080,717 

Percent 
-22.9 
-3.6 


1,000 

dollars 
2,009,820 
1,957,184 
1,880,784 
1,718,240 
1,452,886 
1,209,646 
1,079,010 

Percent 
-46.3 
-10.8 


1,000 
dollars 
713,290 
685,149 
634,885 
543,895 
429,751 
347,310 
239,378 

Percent 
-66.4 
-31.1 


1,000 

dollars 

38,566 

73,093 

122,104 

163,681 

176,607 

178,969 

184,035 

Percent 
377.2 
2.8 


1,000 

dollars 

984,290 

1,016,479 

1,063,166 

1,042,939 

986,661 

933,723 

884,312 

Percent 
-10.2 
-5.3 


1,000 

dollars 
534,170 
543,408 
535,212 
476,676 
448,433 
449,582 
507,298 

Percent 
-5.0 
12.8 


1,000 
dollars 
2,306,263 
2,259,174 
2,247,696 
2,171,737 
2,140,434 
2,151,425 
2,186,684 


Percent 


5.2 
1.6 


60 


1930  1933 

H  Federal  land  banks 


1936  1939 

Federat  Farm  Mortgage  Corporatio 
Joint  stock  land  banks     V/\  Life  insurance  companies     \,','\  Commercial  banks    |;;;|  Otr 
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FIGURE   12.-PERCENTAGE  OF  FARM-MORTGAGE  DEBT  HELD  BY  SELECTED  LENDERS. 
UNITED  STATES.  JAN.   1.    1930-46. 

Since  the  beginning  of  World  War  II  the  proportion  of  total  farm-mortgage  debt 
held  by  Federal  and  federally  sponsored  agencies  has  declined  steadily.  On  January 
1,  1946,  their  combined  loan  accounts  represented  only  about  30  percent  of  the  total 
debt  as  compared  with  more  than  40  percent  during  the  period  1936-43.  Changes  in 
the  proportion  accounted  for  by  life  insurance  companies  and  commercial  banks  have 
been  relatively  small.  "Others"  (largely  individuals),  however,  again  held  more  than 
40  percent  of  the  total  debt  on  January  i,  1946,  the  largest  proportion  since  before  1935. 
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The  Federal  Farm  Mortgage  Corporation  showed  the  largest  per- 
centage decrease  during  1945,  a  decline  of  31.1  percent.  On  January  1, 
1946  its  loans  totaled  only  239  million  dollars  compared  with  347 
million  on  January  1,  1945  and  713  million  at  the  beginning  of  1940. 
This  decline  of  approximately  two-thirds  since  1940  resulted  from  less 
need  for  emergency  financing,  substantial  repayments,  and  the  transfer 
of  eligible  loans  to  the  Federal  land  banks. 

The  Farm  Security  Administration,  on  the  other  hand,  expanded 
its  loans  2.8  percent,  reaching  a  new  high  of  184  million  dollars  on 
January  1,  1946,  which  is  nearly  five  times  the  amount  held  on  Jan- 
uary 1,  1940.  Although  the  increase  of  a  little  more  than  5  million 
dollars  during  1945  was  more  than  twice  the  increase  of  1944,  it  was 
considerably  less  than  that  for  any  year  prior  to  1944.  The  slackening 
in  the  rate  of  growth  of  its  loan  account,  which  this  comparatively  new 
organization  has  experienced  in  recent  years,  has  resulted  from  an 
unwillingness  to  grant  new  loans  at  recent  high  prices  for  land  and 
from  increased  repayments  on  old  loans. 

Life  insurance  company  loans  declined  5.3  percent  during  1945, 
reflecting  both  heavy  principal  repayments  and  a  drop  of  about  10 
percent  in  new  loans.  No  appreciable  change  was  noted  in  the  average 
size  of  new  loans  recorded  as  compared  with  1944,  but  the  average  size 
for  that  year  was  already  about  30  percent  above  the  1936-39  average. 
On  January  1,  1946,  loans  held  were  slightly  in  excess  of  884  million 
dollars,  which  is  about  17  percent  smaller  than  on  January  1,  1942 
and  approximately  10  percent  smaller  than  on  January  1,  1940. 

Commercial  banks,  on  the  other  hand,  increased  their  farm-mortgage 
holdings  during  1945  by  12.8  percent,  the  largest  increase  experienced 
by  any  major  lender  group.  New  loans  recorded  by  banks  were  esti- 
mated to  be  up  more  than  20  percent  over  1944;  the  increase  was 
accounted  for  in  part  by  an  increase  of  nearly  10  percent  in  average 
size.  Although  their  outstanding  loans  were  still  5  percent  below  those 
held  on  January  1,  1940,  they  were  again  over  the  half  billion  mark. 

Loans  of  individuals  and  of  miscellaneous  lenders,  which  totaled 
2,187  million  dollars  on  January  1,  1946,  increased  for  the  second 
consecutive  year.  Although  small  percentagewise,  the  increase  in 
amount  of  loans  of  these  noninstitutional  lenders  was  second  only  to 
that  shown  by  commercial  banks.  This  increase  brought  the  January 
1,  1946  total  to  approximately  95  percent  of  the  total  of  January  1, 
1940.  The  increase  in  loans  held  by  "individuals  and  others,"  which 
resulted  largely  from  a  rise  of  nearly  10  percent  in  new  loans  by  indi- 
viduals, is  associated  to  a  considerable  extent  with  the  increased  ac- 
tivity in  the  land  market,  which  has  given  rise  to  an  expanded  volume 
of  purchase-money  mortgages.  The  average  size  of  new  loans  recorded 
by  individuals  during  1945  also  increased  nearly  10  percent,  continuing 
the  upward  trend  that  has  been  evident  since  1940. 

The  varying  trends  of  debt  in  the  several  areas  have  brought  no 
appreciable  change  in  the  distribution  among  regions.  Two  regions 
the  Lake  States  and  the  Corn  Belt — together  accounted  for  43.5  percent 
of  the  total  debt  on  January  1,  1946  (table  18).  Loans  of  life  insurance 
companies  were  particularly  concentrated,  with  51  percent  in  the 
Corn  Belt  alone  and  heavy  concentrations  in  the  Great  Plains  and 
the  Lake  States. 
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Loans  of  Federal  land  banks  and  the  Federal  Farm  Mortgage  Cor- 
poration were  more  evenly  distributed  throughout  the  country.  Never- 
theless, about  two-thirds  of  the  land  bank  loans  and  slightly  more  than 
half  of  the  Federal  Farm  Mortgage  Corporation  loans  were  on  farms 
in  the  Lake  States,  the  Corn  Belt,  the  Great  Plains,  and  the  Texas- 
Oklahoma  regions.  The  Farm  Security  Administration  has  confined 
its  lending  activities  chiefly  to  the  Appalachian,  Southeast,  Corn  Belt, 
Delta,  and  Texas-Oklahoma  regions,  where  farm  tenancy  is  high.' 
Individuals,  banks,  and  miscellaneous  lenders  had  the  bulk  of  their 
loans  in  the  Corn  Belt,  Lake  States,  Northeast,  and  Pacific  regions. 

The  decline  in  farm  real  estate  debt  and  the  increase  in  land  values 
during  1945  further  lowered  the  ratio  of  "debt  to  value"  from  10.5 
to  9.0  percent.  This  compares  with  a  ratio  of  nearly  20  percent  on  Jan- 
uary 1,  1940  and  a  high  of  approximately  28  percent  in  1933.  In  any 
interpretation  of  these  ratios,  two  things  should  be  kept  in  mind:  (1) 
the  increase  in  values  in  recent  years  has  been  a  more  important  factor 
than  the  decline  in  debt,  and  (2)  averages  such  as  these  often  hide  the 
unfavorable  debt  position  in  which  many  individual  farmers  find 
themselves. 

Table  18. — Farm-mortgage  debt:   Percentage  distribution  of  total  and  amounts  held  by 
major  lender  groups,  by  regions,  Jan.  1,  1946 


Region 


Total 
debt 


Federal 
land 
banks 


Federal 

Farm 

Mortgage 

Corporation 


Farm 
Security 
Adminis- 
tration 


Life 
insurance     |      Others 
companies 


Northeast 

Appalachian. 

Southeast 

Lake  States .... 

Corn  Belt 

Delta  States..  .  . 
Great  Plains. 
Texas-Oklahom  a 

Mountain 

Pacific 


Percent 


United  States. 


7.2 
4.2 

14.8 
28.7 
4.3 
9.6 
7.9 
4.7 
9.7 


Percent 

6.4 

5.4 

4.2 

13.0 

24.3 

3.9 

16.6 

12.5 

6.4 

7.3 


Percent 


8.4 
13.4 
13.9 

3.6 
15.2 
10.9 

8.0 

9.9 


Percent 

3.2 

13.8 

16.8 

7.2 

14.4 

16.9 

6.7 

14.9 

3.7 

2.4 


Percent 

0.3 

4.2 

1.3 

10.2 

51.0 

4.7 

14.3 

8.3 

2.2 

3.5 


Percent 

12.9 
8.4 
4.0 

17.7 

25.5 
3.6 
4.9 
5.2 
4.6 

13.2 


100.0 


100.0 


100.0 


100.0 


100.0 


100.0 


1  Includes  individuals,  banks,  and  miscellaneous  lenders. 

Interest  charges  payable  on  farm-mortgage  indebtedness  have  de- 
clined along  with  the  debt  itself  and  for  the  calendar  year  1945  totaled 
248  million  dollars.  This  compares  with  255  million  dollars  for  1944 
and  295  million  dollars  in  1940.  Both  the  level  and  trend  of  interest 
charges  during  World  War  II  have  differed  substantially  from  those  of 
World  War  I.  During  and  after  World  War  I  interest  charges  increased 
steadily  from  a  total  of  314  million  dollars  in  1915  to  574  million  dollars 
in  1920  and  to  a  high  of  680  million  dollars  in  1922.  In  this  same  period 
the  proportion  of  cash  farm  income  absorbed  by  interest  charges 
ranged  from  3  percent  in  1918  to  8  percent  in  1921  and  1922,  whereas 
in  World  War  II  the  range  was  from  about  3  percent  in  1940  down  to 
1  percent  in  1943-45. 

Although  the  volume  of  farm  real  estate  debt  has  been  the  dominant 
factor  in  the  interest-charge  picture,  interest  rates  also  have  shown 
significant  differences.  The  average  interest  rate  changed  little  during 
World  War  II,  approximating  4.6  percent  on  January  1,  1940,  and  4.5 


42       MISC.  PUBLICATION  620,  U.  S.  DEPT.  OF  AGRICULTURE 

for  the  succeeding  4  years.  In  1944  the  Federal  land  banks  discon- 
tinued their  temporary  rate  of  3.5  percent  and  charged  the  contract 
rate,  which  was  set  at  4.0  percent  for  all  except  certain  direct  and  special 
loans.  Similar  action  was  taken  by  the  Federal  Farm  Mortgage  Cor- 
poration in  1945,  bringing  their  rate  back  to  5  percent.  These  actions 
contributed  to  an  increase  in  the  average  rate  for  all  mortgage  lenders 
to  4.8  percent  in  both  1945  and  1946.  During  World  War  I  interest 
rates  showed  considerable  stability  but  at  a  much  higher  level.  From 
1915  to  1920  the  average  varied  little  from  6.1  percent  but  by  1923 
it  had  risen  to  6.4  percent. 

Non-Real-Estate  Debt 

The  total  non-real-estate  debt  of  farmers  on  January  1,  1946,  is 
estimated  at  3,256  million  dollars  or  about  450  million  less  than  was 
outstanding  a  year  earlier.  Of  this  amount,  1,672  million  dollars  was 
owed  to  the  principal  institutional  lenders  without  CCC  guarantees 
and  414  million  was  owed  to  or  guaranteed  by  the  Commodity  Credit 
Corporation.  The  remainder  represents  roughly  the  debt  to  other 
lenders  such  as  individuals,  merchants,  and  finance  companies. 

Institutional  loans  (excluding  those  made  or  guaranteed  by  CCC) 
are  of  two  types:  (1)  Those  made  to  farmers  on  a  regular  business 
basis,  and  (2)  those  made  to  farmers  with  low  incomes  who  have  difficulty 
in  obtaining  credit  from  the  more  usual  sources.  The  first  type  of  loans 
is  extended  by  banks,  production  credit  associations,  and  the  financing 
institutions  discounting  with  the  Federal  intermediate  credit  banks. 
The  second  type  is  made  by  the  Farm  Security  Administration,  Emer- 
gency Crop  and  Feed  Loan  Office,  and  the  Regional  Agricultural  Credit 
Corporation.  These  two  classes  are  not  mutually  exclusive  as  each 
includes  many  loans  which  have  the  characteristics  of  the  other.  Taken 
together  the  principal  institutions  extending  both  types  of  credit 
(excluding  CCC  loans)  increased  their  outstanding  loans  bv  3.5  percent 
during  1945  (table  19). 

Commercial  banks  were  the  most  important  institutions  extending 
"business"  type  credit.  Their  non-real-estate  loans  to  farmers  (ex- 
cluding CCC  loans)  accounted  for  1,038  million  dollars  or  over  60 
percent  of  the  total  on  January  1,  1946,  (table  20).  Next  in  importance 
were  the  production  credit  associations  which  had  195  million  dollars 
outstanding.  Taken  together,  the  loans  of  these  two  types  of  institu- 
tional lenders  increased  during  1945  in  every  State  except  those  in  the 
Great  Plains  region  and  Minnesota  and  Missouri  (fig.  13).  For  the 
country  as  a  whole  the  increase  was  about  9  percent. 

The  outstanding  loans  of  the  Farm  Security  Administration,  Emer- 
gency Crop  and  Feed  Loan  Office,  and  Regional  Agricultural  Credit 
Corporation  declined  nearly  40  million  dollars,  or  about  9  percent, 
during  1945.  The  decrease  in  this  type  of  credit  indicates  the  improved 
financial  position  of  many  farmers  in  the  lower  income  groups.  Although 
the  amount  of  new  FSA  loans  made  was  somewhat  greater  during 
1945  than  during  1944,  outstanding  loans  nevertheless  decreased  24 
million  as  a  result  of  larger  repayments.  Outstanding  loans  declined 
from  302  million  dollars  at  the  beginning  of  1945  to  278  million  in  1946. 
The  shrinkage  from  150  to  135  million  in  outstanding  RACC  and 
Emergency  Crop  loans  reflects  fewer  new  loans  and  substantial  repay- 
ments of  the  old  loans.  Another  factor  in  the  decline  reported  for  the 
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PERCENTAGE  INCREASE  OR  DECREASE  OF  NON-REAL-ESTATE   LOANS  TO 

FARMERS    HELD    BY  INSURED  COMMERCIAL  BANKS 

AND  PRODUCTION  CREDIT  ASSOCIATIONS* 

JAN.  1,  1945  TO  JAN.  1.  1946 


PERCENT 
INCREASE 

VZ\    o.i-io.o 

10.1-20.0 
ggj  20.1-30.0 

30.1  and  over 
DECREASE 
□ 


EXCLUDING  CCC  HOLDINGS 
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Figure  13. — Non-real-estate  loans  for  banks  and  PCA's  increased  8.9  percent  for 
the  United  States  during  1945.  Increases  occurred  in  every  State  except  those  in 
the  Great  Plains  and  in  Minnesota  and  Missouri.  Increases  of  significance  took 
place  in  the  Pacific  region  and  in  Arkansas  and  Louisiana. 

Emergency  Crop  loans  was  the  cancellation  of  23^  million  dollars  of 
uncollectible  old  loans,  under  the  terms  of  recent  legislation. 

The  volume  of  non-real-estate  debt  owed  to  noninstitutional  cred- 
itors such  as  merchants,  dealers,  and  individuals,  is  roughly  estimated 
to  be  slightly  more  than  a  billion  dollars.  Although  this  debt  is  believed 
to  have  expanded  a  little  last  year,  it  probably  is  substantially  less  than 
amounts  outstanding  during  the  1930's.  Notwithstanding  the  generally 
moderate  level  of  such  credit,  the  volume  may  be  large  in  some  areas, 
particularly  in  the  South  where  many  tenants  customarily  owe  their 
landlords  or  merchants  for  expenses  of  living  and  production. 

During  the  war,  changes  in  the  non-real-estate  debt  situation  among 
farmers  have  been  diverse.  Many  farmers  with  higher  incomes  have 
paid  their  debts.  Others,  who  formerly  borrowed  from  such  creditors 
as  merchants  and  dealers,  have  shifted  to  banks,  PCA's,  or  other  spec- 
cialized  lenders.  Loans  for  production  purposes  probably  average 
considerably  larger  per  borrower  now  than  before  the  war,  however. 

II  Loans  made  in  1945  by  the  more  important  Federal  and  federally 
!  sponsored  agencies  averaged  nearly  twice  the  size  of  those  made  in 
1938  (table  21).  The  size  of  new  loans  increased  significantly  in  all 
regions. 

Expanded  operations  and  rising  costs  make  it  necessary  for  most 
farmers  to  use  more  working  capital.  Some  provide  this  out  of  liquid 
assets;  others  must  borrow  the  additional  funds  needed  in  the  farm 
business.  Moreover,  an  expansion  in  non-real-estate  credit  will  be  ne- 
cessary to  finance  the  expected  increase  in  building  activity  and  the 
larger  volume  of  durable  goods  that  farmers  expect  to  buy.  So  far,  the 
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total  non-real-estate  debt  to  institutions  has  not  risen  so  fast  nor  so 
high  as  during  World  War  I.  (fig.  14). 


DOLLARS 
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Federal  and  federally  sponsored  agencies 

(including  loans  directly  held   by  C.C.C) 
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~^]  Commercial    banks  (other  than  C.C  C.  loans 
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BAE  45552 

FIGURE    14—  SHORT-TERM    AGRICULTURAL    LOANS    HELD    BY    ACTIVE    COMMERCIAL 
BANKS.   FEDERAL  AND   FEDERALLY   SPONSORED   AGENCIES.  UNITED   STATES.  JAN.    t 

AND  JULY   I.  1910-46. 

Since  the  early  thirties  the  Federal  and  federally  sponsored  agencies  have  made 
an  increasing  proportion  of  the  short-term  loans  to  agriculture.  Before  then,  commercial 
banks  made  the  bulk  of  institutional  loans.  During  and  immediately  after  World 
W7ar  I  short-term  loans  of  banks  increased  rapidly.  So  far,  during  this  war  period, 
there  has  been  no  corresponding  increase  in  such  debt.  The  debt  level  for  agriculture 
as  a  whole  is  particularly  conservative  in  view  of  the  large  volume  of  nonrecourse 
Commodity  Credit  Corporation  loans. 


COMMODITY    CREDIl   CORPORATION*   LOANS 

Included  with  non-real-estate  loans  of  the  principal  institutions  in 
table  20  are  loans  made  or  guaranteed  by  the  Commodity  Credit  Cor- 
poration. These  nonrecourse  loans  are  secured  solely  by  farm  products 
and  are  made  primarily  for  the  purpose  of  supporting  farm  prices. 

During  the  recent  war  years  the  volume  of  these  loans  was  large 
compared  with  prewar  years;  on  January  1,  1945,  it  approached  a 
billion  dollars.  A  year  later,  however,  the  amount  of  these  loans  had 
dropped  to  about  400  million  dollars.  Fewer  new  loans  were  made  and 
more  outstanding  loans  were  redeemed  by  producers  in  1945  than  in 
1944.  The  primary  reason  for  the  decline  in  outstanding  CCC  loans 
is  the  high  market  prices  of  farm  products  compared  with  CCC  loan 
values,  particularly  for  cotton  and  wheat,  upon  which  the  bulk  of  the 
loans  are  based.  Some  of  the  apparent  decrease  was  due  to  more  accu- 
rate reporting  by  banks.  Also,  because  the  CCC  announced  future 
buying  prices  for  many  farm  products,  there  may  have  been  an  increase 
in  the  volume  of  commodity  loans  made  by  banks  and  others  without 
benefit  of  the  guarantee  by  CCC. 
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Table   21. — Non-real-estate  loans   to  farmers   by  selected   Federal 
size  made  during  year,  by  regions,  1938-46 

PRODUCTION  CREDIT  ASSOCIATIONS  10 


agencies:    Average 


United 

North- 

Appala- 

South- 

Lake 

Corn 

Delta 

Great 

Texas- 

Moun- 

Year 

States 

east  l 

chian  2 

east  3 

States4 

Belt5 

States6 

Plains7 

Okla- 
homa 

tain  8 

Pacific  4 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

1938 

1,237 

1,202 

588 

564 

760 

1,098 

652 

1,553 

2,000 

5,142 

4,382 

1939.... 

1,365 

1,234 

648 

637 

802 

1,321 

733 

1,910 

2,321 

5,662 

4,434 

1940 

1,505 

1,248 

692 

719 

966 

1,413 

818 

2,113 

2,674 

5,803 

4,661 

1941 

1,791 

1,407 

791 

817 

1,188 

1,742 

963 

2,676 

2,891 

6,520 

5,088 

1942 

2,011 

1,508 

944 

975 

1,369 

2,073 

1,076 

2,778 

3,123 

6,550 

5,892 

1943 

2,160 

1,680 

997 

1,044 

1,540 

2,345 

1,082 

3,666 

3,241 

6,759 

6,324 

1944 

2,231 

1,829 

1,094 

1,178 

1,610 

2,228 

1,238 

3,475 

3,405 

6,438 

7,035 

1945.... 

2,386 

1,979 

1,139 

1,255 

1,825 

2,372 

1,346 

3,868 

3,504 

6,962 

7.364 

FARM  SECURITY  ADMINISTRATION:    ORIGINAL  LOANS  » 


1938 

560 

532 

391 

349 

855 

602 

394 

618 

363 

975 

978 

1939 

12468 

794 

347 

415 

525 

736 

448 

12I86 

12  673 

121,070 

121,133 

1940 

12  564 

1,009 

288 

426 

688 

697 

384 

12  596 

12  718 

121,128 

121,045 

1941 

12  622 

1,112 

286 

358 

1,102 

689 

496 

996 

821 

1,107 

121,280 

1942. .  .  . 

12  636 

818 

12411 

473 

1,003 

582 

505 

536 

12  751 

12  817 

12    811 

1943 

12  759 

121,160 

430 

563 

121,182 

1,060 

542 

12    804 

12  677 

12  959 

121,103 

1944 

121,095 

121,431 

12  555 

487 

1,512 

1,465 

127OI 

121,282 

951 

1,309 

121,207 

1945 

1,147 

121,443 

549 

12  563 

121,631 

121,492 

12  695 

1,484 

1,173 

i2l,486 

121,383 

1946 

1,372 

1,755 

666 

625 

1,709 

1,667 

771 

1,792 

1,477 

1,748 

1.587 

FARM 

SECURITY 

ADMINISTRATION:    SUPPLEMENTAL  LOANS  13 

1938 

214 

429 

166 

155 

313 

256 

117 

270 

224 

395 

530 

1939 

214 

527 

182 

211 

200 

286 

180 

12  119 

168 

12  478 

125IO 

1940 

215 

525 

180 

165 

267 

241 

163 

191 

174 

12  432 

556 

1941 

193 

486 

193 

110 

376 

250 

182 

190 

12  220 

12  359 

12  513 

1942 

231 

518 

243 

179 

353 

266 

12  189 

12  174 

12  226 

12.379 

12  507 

1943. . .  . 

.287 

584 

269 

228 

474 

387 

215 

309 

12  304 

472 

607 

1944 

1232I 

2  621 

311 

177 

569 

471 

242 

461 

305 

12  620 

12  775 

1945. . .  . 

396 

797 

330 

209 

12  609 

579 

12  265 

12  554 

12  434 

12  742 

12  859 

1946 

480 

893 

397 

253 

747 

610 

327 

665 

570 

873 

1,014 

EMERGENCY  CROP  AND  FEED 

LOAN 

OFFICE  i° 

1938. . . . 

112 

178 

77 

99 

100 

99 

67 

158 

129 

190 

239 

1939 

106 

187 

81 

100 

105 

99 

71 

132 

126 

166 

248 

1940 

120 

195 

83 

114 

112 

102 

81 

140 

132 

168 

464 

1941 

119 

205 

90 

115 

117 

111 

89 

149 

139 

179 

250 

1942      . 

136 

234 

107 

134 

154 

141 

107 

181 

139 

210 

264 

1943. . . 

155 

263 

124 

152 

199 

167 

131 

224 

155 

236 

288 

1944. . . 

182 

287 

148 

175 

244 

203 

161 

260 

182 

275 

309 

1945.... 

199 

309 

168 

189 

266 

221 

179 

285 

205 

290 

328 

1  Maine,  New  Hampshire,  Vermont,   Massachusetts,  Rhode   Island,  Connecticut,  New  York,  New 
Jersey,  and  Pennsylvania. 

2  Delaware,  Maryland,  Virginia,  West  Virginia.  North  Carolina,  Kentucky,  and  Tennessee. 

3  South  Carolina,  Georgia,  Florida,  and  Alabama. 

4  Michigan,  Wisconsin,  and  Minnesota. 

5  Ohio,  Indiana,  Illinois,  Missouri,  and  Iowa. 

6  Mississippi,  Arkansas,  and  Louisiana. 

7  North  Dakota,  South  Dakota,  Nebraska,  and  Kansas. 

8  Montana,  Idaho,  Wyoming,  Colorado,  New  Mexico,  Arizona,  Utah,  and  Nevada. 

9  Washington,  Oregon,  and  California. 

i°  Calendar-year  basis.  v  . 

11  Excludes  loans  made  by  State  corporation  trust  funds.  Fiscal-year  basis. 

13  Additional  loans  made  to  farmers  who  already  have  Farm  Security  Administration  loans.  Fiscal- 
year  basis. 

Proprietary  Equities 

The  proprietors  in  agriculture  include  owner-operators,  tenants, 
landlords  not  living  on  farms,  and  even  the  stockholders  of  corpora- 
tions operating  farms.  The  equities  that  each  of  these  types  of  proprie- 
tors has  in  total  agricultural  assets  have  not  been  learned.  Although 
owner-operators  undoubtedly  hold  the  predominant  interest  in  agri- 
culture, tenants  have  a  substantial  investment  in  livestock,  equipment, 
and  other  non-real-estate  items.  Landlords  living  off  farms  often  have 
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some  equity  in  livestock,  equipment,  seed,  and  other  items.  Landlords 
and  tenants  often  jointly  own  portions  of  the  farm  operating  capital. 
Of  the  total  assets  of  agriculture  valued  at  101,522  million  dollars, 
the  equities  of  all  types  of  proprietors  amounted  to  93,185  million 
dollars  on  January  1  1946.  The  gain  of  11,321  million  dollars  from  the 
year  previous  may  be  accounted  for  by  a  reduction  of  190  million  dollars 
in  mortgage  debt,  a  reduction  of  478  million  dollars  in  non-real-estate 
debt,  and  an  increase  of  10,653  million  dollars  in  assets.  The  increased 
asset  valuation,  however,  includes  7,430  million  dollars  resulting  merely 
from  price  advances  for  inventory  items. 


SIGNIFICANCE  OF  CHANGES  IN  THE  BALANCE  SHEET 
OF  AGRICULTURE 

Notable  increases  in  the  dollar  value  of  both  physical  and  financial 
assets  and  some  further  decreases  in  debts  characterize  the  changes 
in  the  Balance  Sheet  of  Agriculture  for  1946.  As  a  consequence  a  further 
marked  rise  in  owner  equities  has  occurred.  Moreover,  the  large  in- 
creases in  farmers'  holdings  of  currency,  bank  deposits,  and  Govern- 
ment bonds  have  fully  maintained  the  high  degree  of  liquidity  that 
has  been  a  noteworthy  feature  of  the  balance  sheet  in  recent  years. 
As  a  result,  the  financial  condition  of  farmers  as  a  group  has  undergone 
further  improvement  during  the  year. 

There  are,  however,  a  number  of  factors  in  this  situation  which 
should  be  evaluated  if  the  farmer's  economic  position  is  to  be  kept  in 
perspective.  The  more  important  of  these  are:  (1)  The  increase  in  the 
valuation  of  the  physical  assets  in  1945  was  mostly  due  to  increases  in 
price;  (2)  the  increase  in  the  liquid  assets  of  farmers — like  the  increase 
of  such  assets  throughout  the  economy — was  largely  an  outgrowth 
of  wartime  Federal  fiscal  practices  which  now  are  undergoing  decisive 
change;  and  (3)  the  farmer-owned  liquid  assets  appear  to  be  concen- 
trated to  a  considerable  extent  in  the  hands  of  a  small  percentage  of 
farmers.  These  factors  and  their  significance  are  enlarged  upon  in 
what  follows. 

Consequences  of  Further  Advances  in  Prices  of 
Physical  Assets 

The  increase  in  the  valuation  of  physical  assets,  which  in  magnitude 
overshadows  all  other  changes  on  the  agricultural  balance  sheet,  is  due 
mostly  to  further  increases  in  prices  which,  at  the  beginning  of  1945, 
were  already  abnormally  high  by  any  standards  save  those  of  the  war 
years.  That  this  development  improved  the  financial  condition  of  many 
farmers  may  be  taken  for  granted,  but  this  improvement  is  not  the 
entire  story.  An  increase  in  prices  of  farm  assets  may  produce  other 
consequences,  not  all  of  which  are  desirable. 

For  example,  one  consequence  of  a  rise  in  the  prices  of  the  physical 
assets  of  farmers  is  that  the  down  payments  and  the  debts  of  those  who 
buy  farms  or  livestock  and  equipment  at  the  higher  level  are  increased 
in  much  the  same  proportion  that  prices  rise.  Thus,  the  further  advance 
in  prices  of  physical  assets  in  1945  has  increased  the  financial  obstacles 
to  farming  and  the  risks  of  ownership,  particularly  for  returning  vet- 
erans and  farm  hands  who  did  not  profit  by  the  high  level  of  farm 
income  during  the  war.  This  is  less  serious  for  farm  operators,  many 
of  whom  have  improved  their  financial  condition  so  that  the  purchase 
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of  a  farm  or  additional  livestock  and  equipment  even  at  the  higher 
prices  can  be  financed  in  a  way  that  will  make  ownership  reasonably 
secure  whether  or  not  the  present  level  of  income  continues. 

Many  who  bought  farms  at  prices  which  prevailed  in  1945  have 
taken  a  very  considerable  risk  that  farm  income  will  not  continue  near 
present  levels.  This  risk  is  not  so  serious  for  those  who  pay  cash,  but 
when  farms  are  bought  at  high  prices  and  are  mortgaged,  the  need  for 
a  high  income  is  solidified  in  the  form  of  fixed  charges  from  which 
there  is  no  easy  escape  if,  later,  farm  income  declines.  If  farm  income 
declines  severely,  it  may  not  provide  enough  money  to  meet  the  mort- 
gage payments.  Even  where  these  payments  can  be  met,  it  is  likely 
that  what  is  left  will  not  be  enough  to  meet  desirable  outlays  for  farm- 
ing and  for  living.  The  future  transfer  of  ownership  probably  also  would 
be  hindered  by  the  memory  of  high  prices  paid  and  the  hope  that  they 
might  return.  Thus  rigidity  develops  in  a  situation  that  should  remain 
flexible  if  desirable  adjustments  are  to  be  made,  as  changing  conditions 
inevitably  require. 

The  second  consequence  is  that  a  rapid  rise  in  the  value  of  land  and 
other  physical  assets  encourages  unwise  spending  by  farmers  whose 
equities  are  expanding  to  unexpected  proportions.  In  World  War  I 
this  contributed  considerably  to  the  excesses  in  pricing  and  spending 
that  characterized  that  period.  The  feeling  of  financial  well-being, 
induced  to  a  substantial  degree  by  the  larger  equities,  was  a  stimulant 
to  easy  buying  and  borrowing.  Yet  a  period  of  transition  from  war  to 
peace,  with  its  inevitable  shortages  and  uncertainties,  is  a  time  when 
special  care  in  spending  is  desirable.  During  such  a  period  restraint  in 
buying  minimizes  inflationary  pressures  and  protects  against  dissipa- 
tion of  current  income  and  liquid  assets  through  ill-considered  additions 
to  farm  assets  at  excessive  prices. 

The  chief  hazard  for  farmers  in  the  period  ahead  is  that  the  levels 
and  relationships  of  prices  established  during  the  war  may  not  con- 
tinue for  long.  There  is  abundant  historical  precedent  for  a  sharp  post- 
war decline  in  prices  of  farm  products  and  farm  income  which  in  turn 
would  lower  the  valuations  of  most  physical  assets  owned  by  farmers. 
Such  a  decline  may  begin  when  the  abnormal  demand  for  farm  prod- 
ucts created  by  the  war  and  its  aftermath  has  subsided.  It  is  perhaps 
not  unreasonable  to  expect  that  any  decline  that  may  occur  this  time 
will  be  moderated  by  controls  with  which  farmers  and  the  Govern- 
ment have  now  had  some  experience.  But  it  is  well  to  remember  that 
any  later  downward  adjustment  of  prices  will  be  less  severe  if,  as  war- 
time controls  are  relaxed  or  removed,  prices  do  not  rise  much  above 
wartime  levels.  The  long-run  interests  of  farmers  will  be  best  served 
by  relative  stability  in  the  general  level  of  prices,  a  condition  that 
requires  restraint  on  price  increases  as  well  as  on  price  declines. 

Influence  of  Federal  Fiscal  Developments  on   Liquid  Assets 

of  Farmers 

The  preceding  section  has  indicated  how  extensively  higher  prices 
have  contributed  to  the  wartime  growth  in  valuations  of  the  physical 
assets  and  of  the  equities  of  farmers.  It  indicated  also  that  a  decline  in 
prices  could  greatly  reduce  both.  However,  farmers  have  been  accumu- 
lating a  very  large  volume  of  other  assets  in  the  form  of  currency, 
bank  deposits,  and  Government  bonds  which  will  not  decline  in  dollar 
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value  should  a  period  of  deflation  ensue.  On  the  contrary,  if  prices  of 
commodities  fall,  the  purchasing  power  of  these  "liquid  assets"  will 
increase.  These  assets,  therefore,  not  only  contribute  flexibility  to  the 
individual  farmer's  position,  facilitating  adjustments  to  postwar  pro- 
duction and  marketing  conditions,  but,  if  retained  until  then,  they 
may  also  serve  as  a  hedge  against  possible  deflation  in  the  later  postwar 
period.  Whence  the  liquid  assets  came  in  such  astonishing  volume 
during  the  war  and  where  in  the  future  they  may  go  are  questions  of 
considerable  importance.  In  dealing  with  these  questions  briefly,  this 
section  explains  the  origin  of  these  assets  in  the  economy  as  a  whole, 
and  the  action  of  fiscal  changes  which,  if  they  occur,  will  tend  to  reduce 
the  volume. 

With  minor  exceptions  the  increases  of  currency,  bank  deposits, 
and  Government  securities  in  the  economy  as  a  whole  had  a  common 
origin  in  the  huge  Federal  deficits  of  the  war  years.  Whenever  an  excess 
of  Federal  expenditures  drew  down  the  cash  balance  of  the  Treasury, 
private  nonbank  holdings  9  of  deposits  and  currency  combined  rose 
by  an  equal  amount.  When  the  difference  between  Federal  expendi- 
tures and  receipts  was  obtained  by  Treasury  borrowing  from  private 
nonbank  sources,  deposits  and  currency  tended  to  remain  unchanged, 
but  Government  securities  in  private  nonbank  hands  increased  by  an 
amount  equal  to  the  deficit.  When  the  difference  was  covered  by  selling 
Treasury  securities  to  the  commercial  banks,  deposits  and  currency 
of  like  amount  were  soon  in  private  nonbank  hands.  In  every  case  the 
Federal  deficit  gave  rise  to  an  equal  amount  of  currency,  deposits, 
or  Government  securities  in  private  nonbank  holdings. 

Apparently,  the  circumstances — that  during  the  war  generated  un- 
precedented amounts  of  currency,  deposits,  and  Government  secur- 
ities— are  changing  in  1946.  Special  interest,  therefore,  attaches  to  the 
probable  influence  of  budgetary  surpluses  and  related  factors  on  the 
volume  of  liquid  assets  generally  and  on  the  holdings  of  farmers  in 
particular. 

When  Federal  deficits  give  way  to  a  surplus  of  receipts  over  expend- 
itures, a  shrinkage  in  the  aggregate  of  currency,  deposits,  and  Govern- 
ment securities  of  private  nonbank  holders  is  certain  to  result  unless 
prevented  by  expansion  of  private  loans  and  investments  by  com- 
mercial banks,  or  by  certain  Treasury  monetary  operations  such  as 
the  purchase  of  silver  and  gold.  Such  a  shrinkage  will  occur  regardless 
of  how  the  surplus  is  used.  If  the  surplus  is  added  to  the  cash  balance 
of  the  Treasury  or  is  used  to  pay  off  debt  to  banks  the  net  effect  on  the 
liquid  assets  of  private  nonbank  holders  will  be  to  reduce  the  volume 
of  currency  and  deposits.  The  only  other  possible  use  of  the  surplus 
is  to  redeem  Government  securities  owned  by  private  nonbank  in- 
vestors, the  net  effect  of  which  would  be  a  shrinkage  in  such  holdings 
of  securities.  The  relative  contraction  in  each  type  of  liquid  asset  and 
the  distribution  of  the  shrinkage  among  various  economic  groups  that 
will  result  from  a  budgetary  surplus  will  depend  upon  individual  cir- 
cumstances and  decisions  as  well  as  upon  the  policy  of  the  Treasury. 
Leading  factors  which  will  determine  the  nature,  extent,  and  distribu- 
tion of  the  shrinkage  are:  (1)  The  relative  volume  of  incomes  that 
will   be  received  and   the  relative  volume  of  expenditures,   including 


9  That  is,  holdings  of  all  individuals,  partnerships,  corporations,  or  trusts  except 
those  that  comprise  the  commercial  banking  system,  and  those  identified  with  the 
Federal  Treasury. 
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taxes,  that  will  be  made  by  the  various  segments  of  the  economy,  and 
(2)  the  ownership  of  the  Federal  securities  which  will  be  retired. 

Consideration  of  these  factors  suggests  two  developments  that 
would  probably  accompany  a  budgetary  surplus  if  it  developed  at  this 
time.  The  first  is  that  any  contraction  in  nonbank  holdings  of  liquid 
assets  that  might  occur  as  a  result  of  a  surplus  would  probably  consist 
mainly  of  a  reduction  in  deposits  and  currency  rather  than  in  Gov- 
ernment securities.  The  second  is  that  if  contraction  occurs  in  1946, 
the  aggregate  shrinkage  is  likely  to  affect  farmers'  holdings  less  than 
others. 

A  budgetary  surplus  is  not  likely  to  reduce  substantially  the  non- 
bank  holdings  of  Government  bonds  because  of  two  special  factors  in 
the  current  situation.  (1)  The  present  policy  of  the  Treasury  is  to  retire 
issues  held  in  the  commercial  banking  system,  and  to  promote  the  sale 
to,  and  to  encourage  the  retention  of  bonds  by,  others.  Therefore,  the 
Treasury  may  be  expected  to  act  vigorously  to  keep  sales  of  bonds  to 
nonbank  investors  at  least  equal  to  redemptions.  (2)  Industrial  prod- 
ucts of  the  type  most  likely  to  induce  the  cashing  of  bonds — new  auto- 
mobiles, dwellings,  and  the  like — remain  scarce.  Therefore,  despite 
higher  prices,  it  seems  unlikely  that  spending  this  year  will  make 
such  inroads  on  currency  and  deposit  holdings  of  individuals  as  to 
require  extensive  cashing  of  bonds.  This  conclusion  will  need  to  be 
modified  if  the  public,  made  apprehensive  by  rising  prices,  decides  to 
cash  its  bonds  and  scramble  for  existing  goods.  Unless  such  a  flight 
from  money  and  bonds  into  goods  develops,  the  nonbank  holdings  of 
Government  bonds  should  not  diminish.  Hence,  if  a  budgetary  surplus 
develops  in  the  near  future  it  is  likely  to  involve  nonbank  holders  of 
liquid  assets  as  a  whole  only  to  the  extent  that,  through  taxes,  they 
may  contribute  currency  and  deposits  to  the  cash  balance  of  the  Treas- 
ury, or  through  this  to  a  reduction  of  the  Federal  debt  held  in  the  com- 
mercial banking  system. 

The  reduction  of  Federal  debt  so  far  in  1946  has  not  appreciably 
reduced  the  aggregate  of  currency,  deposits,  and  Government  bonds  in 
the  hands  of  the  nonbank  public.  This  is  because  the  issues  that  have 
been  retired  have  been  primarily  from  the  holdings  of  commercial  and 
Federal  reserve  banks;  and  they  have  been  paid  by  drawing  down  the 
exceptionally  large  cash  balance  of  the  Treasury  rather  than  from 
surplus  tax  receipts.  The  debt,  therefore,  has  been  reduced  by  the  use 
(and  extinction)  of  Treasury  deposits.  Money  or  securities  owned  by 
individuals  were  not  involved. 

If  as  a  result  of  a  budgetary  surplus  in  late  1946,  some  shrinkage 
in  liquid  assets  of  nonbank  holders  occurs,  it  seems  probable  that 
the  holdings  of  farmers  will  not  decline  this  year,  or  at  least  that  the 
decline  will  be  less  for  farmers  than  for  others.  Present  indications  are 
that  farm  income  in  1946  will  be  at  a  record  high  level,  and  may  com- 
prise a  larger  fraction  of  the  national  income  than  in  recent  years. 
Expenditures  by  farmers  for  industrial  goods  will  not  cut  deeply  into 
the  over-all  wartime  accumulations  of  cash  and  bonds  so  long  as  new 
machinery  and  other  manufactured  products  continue  in  short  supply. 
Moreover,  present  Federal  taxes  probably  absorb  a  smaller  propor- 
tion of  aggregate  farm  income  than  of  total  nonfarm  income.  Accord- 
ingly, if  the  flow  of  cash  into  farmers'  hands  is  up  to  present  prospects, 
and  if  expenditures,  including  taxes,  do  not  rise  sharply  in  the  second 
half  of  the  year,  farmers,  as  a  whole,  will  retain  or  may  increase  the 
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present  volume  of  their  liquid  assets  despite  some  possible  reduction 
for  the  economy  as  a  whole. 

A  decline  is  not  unlikely  after  1946  when  manufactured  goods  become 
abundant.  Such  a  decline  would  probably  appear  first  in  currency  and 
deposit  holdings,  as  Government  bonds  would  generally  be  cashed 
only  after  money  balances  had  been  drawn  down.  Where  income  and 
accumulated  money  are  insufficient  to  meet  requirements,  borrowing 
may  be  resorted  to  even  before  bonds  are  cashed. 

Country  banks,  therefore,  may  experience  some  decline  of  deposits 
when  manufactured  goods  become  abundant.  Unless  offset  by  a  reduc- 
tion in  individual  currency  holdings  or  an  increase  in  country-bank 
loans,  a  decline  of  deposits  in  country  banks  will  occur  when  pay- 
ments to  outside  communities  exceed  receipts  from  them.  Such  an 
outflow  may  occur  regardless  of  conditions  affecting  agricultural  pros- 
perity. 

If  postwar  conditions  are  favorable  to  agriculture,  currency  and 
deposit  holdings  in  rural  communities  will  approach  gradually  the  level 
that  farmers  and  persons  in  country  towns  believe  is  enough  to  transact 
their  business.  Amounts  not  needed  for  this  purpose  may  be  invested  in 
ways  that  will, remove  part  of  them  from  the  community.  The  level  of 
deposits  and  currency  in  rural  communities  is  likely  to  be  lower  in  the 
future,  for  present  holdings  reflect  a  temporary  shortage  of  manufac- 
tured goods  and  do  not  represent  probable  normal  needs  for  cash. 

This  influence  may  be  modified  by  changes  in  the  general  level  of 
prices  and  by  particular  price  movements.  A  general  advance  in  prices 
would  make  necessary  the  retention  of  larger  average  working  balances 
of  cash,  as  the  purchasing  power  of  each  dollar  in  the  balances  would 
have  declined.  A  general  decline  in  prices  would  have  an  opposite  effect. 

If  postwar  conditions  are  unfavorable  to  agriculture,  it  is  difficult 
to  see  how  a  considerable  shrinkage  of  deposits  in  country  banks  can 
be  avoided.  Under  adverse  conditions,  outgo  for  farm  communities  is 
likely  to  exceed  income  considerably.  Should  such  conditions  persist, 
wartime  accumulations  of  bonds  as  well  as  of  currency  and  deposits 
owned  by  farmers  might  shrink  considerably.  So  would  deposits  arising 
out  of  current  bank  loans  to  borrowing  farmers.  A  decline  of  deposits 
like  that  following  World  War  I  would  be  unfortunate — not  only  because 
of  what  is  implied  with  respect  to  the  farmers'  financial  condition,  but 
also  because  the  lending  power  of  country  banks  would  be  curtailed. 

Whether  the  decline  of  deposits  in  country  banks  after  this  period 
of  expansion  will  be  less  severe  than  after  WTorld  War  I  depends  mainly 
on  whether  farm  income  will  continue  to  provide  payment  for  the  goods 
and  services  farmers  will  buy,  together  with  interest  on  bank  loans 
and  on  other  funds  borrowed  outside  the  community.  Unless  present 
trends  are  sharply  altered,  indebtedness  of  farmers  will  not  make  as 
heavy  demands  on  deposits  in  country  banks  this  time  as  after  World 
War  I.  Moreover,  changes  since  World  W^ar  I  in  banking  structure  and 
practices,  like  deposit  insurance  and  broader  standards  of  eligibility 
for  rediscount,  and  the  present  composition  of  the  portfolios  of  country 
banks  make  improbable  a  repetition  of  anything  like  the  reduction  of 
bank  deposits  which,  after  1920,  was  caused  by  withdrawals  because 
of  fear  for  the  safety  of  deposits,  and  by  extinction  of  deposits  in  banks 
that  failed.  In  these  respects,  at  least,  the  prospect  is  definitely  better 
for  retention  of  a  level  of  deposits  which  will  provide  a  satisfactory 
basis  for  loans  by  country  banks. 
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Significance  of  Concentration  of  Liquid  Assets  of  Farmers 

Evidence  is  beginning  to  appear  that  a  relatively  small  percentage 
of  all  farmers  own  a  large  percentage  of  the  liquid  assets  owned  by 
farmers.  The  indication  of  concentrated  ownership  of  farmer-owned 
Government  securities  and  bank  deposits  which  constitute  four-fifths 
of  the  total  of  farmer-owned  liquid  assets  raises  important  questions 
touching  both  the  present  and  the  future  financial  condition  of  farm- 
ers. With  respect  to  the  present,  the  leading  question  is,  Does  this 
evidence  indicate  that  improvement  in  financial  condition  during  the 
war  was  narrowly  confined  to  a  fortunate  few?  With  respect  to  the 
future  the  leading  questions  are,  How  will  this  apparent  concentration 
of  farmer-owned  deposits  and  Government  bonds  affect  their  disposi- 
tion in  the  period  ahead?  What  does  it  indicate  with  respect  to  future 
use  of  credit  by  farmers? 

A  high  degree  of  concentration  of  deposit  and  bond  holdings  does 
not  necessarily  indicate  that  improvement  in  financial  condition  dur- 
ing the  war  was  confined  to  a  fortunate  minority.  But  it  does  suggest 
a  wide  disparity  in  individual  incomes  among  farmers  even  in  years 
of  general  agricultural  prosperity,  and  it  emphasizes  the  wide  variety 
of  circumstances  in  which  various  farmers  find  themselves.  Doubtless, 
the  circumstances  and  inclinations  of  some  farm  families  were  such 
that  the  increased  earnings  of  the  war  were  used  to  raise  their  level 
of  living.  Such  farmers  made  little  or  no  improvement  in  their  financial 
condition.  Others  preferred  to  use  a  part  of  their  better  incomes  in 
one  way  or  another  to  improve  their  financial  situation. 

To  some  farmers  reduction  of  debt  at  the  fastest  possible  rate  may 
have  recommended  itself;  to  others  investment  in  new  facilities  appeared 
desirable.  Still  others,  in  circumstances  where  neither  debt  reduction 
nor  further  investment  in  facilities  seemed  desirable  or  feasible,  kept 
a  part  of  their  wartime  earnings  in  currency  or  loaned  it  to  others. 
Combinations  of  these  situations  add  to  the  possibilities  of  improvement 
in  financial  condition  that  does  not  include  the  accumulation  of  Govern- 
ment bonds  or  bank  deposits.  Concentration  of  these  assets,  therefore, 
by  no  means  precludes  widespread  improvement  in  the  financial  con- 
dition of  farmers. 

What  does  the  evidence  of  concentration  suggest  concerning  the 
probable  use  of  the  15  billion  dollars  in  deposits  and  Government  bonds 
that  are  involved?  If  farmer  ownership  of  Government  bonds  and  bank 
deposits  is  as  concentrated  as  now  appears  probable,  a  considerable 
part  of  these  accumulations  is  likely  to  be  undisturbed  as  payment  is 
made  for  repairs  and  new  equipment  that  could  not  be  obtained  during 
the  war,  and  as  changes  in  types  or  methods  of  farming  are  made. 
This  is  particularly  true  of  bond  holdings,  which  many  farmers  appar- 
ently regard  as  investments  more  or  less  permanent  in  character. 
Moreover,  if  a  high  degree  of  concentration  of  ownership  of  deposits 
exists  it  is  likely  that  many  accounts  are  much  larger  than  necessary 
to  finance  desirable  changes  in  farming  operations  of  their  owners.  A 
considerable  amount  of  such  deposits  may  therefore  be  available  for 
investment  elsewhere.  They  may  become  a  sizable  source  of  loans  to 
other  farmers. 

Finally,  what  does  the  indication  of  concentration  suggest  with 
respect  to  future  credit  use  by  farmers?  The  evidence  of  concentration 
in  bond  and  deposit  holdings  suggests  that  any  general  desire  to  alter 
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products  or  methods,  to  add  new  equipment  to  the  farm  and  farm 
home,  or  to  acquire  farm  real  estate  can  be  satisfied  only  through  a 
considerable  expansion  of  credit. 

Such  an  expansion  occurred  after  World  War  I.  Then,  as  now,  agri- 
culture had  enjoyed  a  number  of  years  of  exceptional  prosperity,  and 
prices  of  farms  had  risen  sharply  in  response  to  the  higher  farm  in- 
comes and  improved  prospects.  Concurrent  with  these  wartime  develop- 
ments, the  volume  of  personal  and  collateral  loans  made  by  commercial 
banks  to  farmers  rose  from  1.6  billion  dollars  on  January  1,  1915,  to 
2.5  billion  dollars  in  the  middle  of  1918.  Total  outstanding  farm- 
mortgage  debt  rose  from  4.7  billion  dollars  on  January  1,  1914,  to  7.1 
billion  on  January  1,  1919.  From  these  high  levels  fresh  advances  were 
made  immediately  after  the  war.  By  the  end  of  1920,  personal  and 
collateral  loans  had  risen  to  3.9  billion  dollars — a  56-percent  increase 
in  30  months.  On  the  same  date  total  farm-mortgage  debt  stood  at 
10.2  billion  bollars — an  increase  of  44  percent  in  24  months. 

As  increases  of  such  magnitude  occurred  even  after  high  levels  of 
indebtedness  had  been  reached  during  World  War  I,  it  will  not  be  sur- 
prising if  loans  to  farmers  show  a  marked  increase  after  this  war  during 
which  debts  declined.  The  personal  and  collateral  types  of  loans  are 
likely  to  rise  when  industrial  commodities  that  farmers  want  are  again 
generally  available.  Much  of  this  increase  is  likely  to  result  from  the 
demands  of  farmers  who  have  accumulated  negligible  amounts  of  liquid 
assets  but  who  have  improved  their  credit  during  the  war  through 
reduction  of  debt  or  improvement  of  facilities  and  earning  power. 

General  availability  of  industrial  products  may  also  contribute 
considerably  to  an  increase  in  farm-mortgage  debt.  The  rapid  repay- 
ment of  debt  which  throughout  the  war  more  than  offset  new  record- 
ings is  likely  to  fall  decidedly  as  manufactured  goods  become  abundant. 
The  opportunity  to  buy  such  goods  freely  will  probably  reduce  the 
repayment  of  debt  to  a  point  where  the  downward  trend  of  farm- 
mortgage  indebtedness  will  be  reversed.  Such  a  change  will  be  hastened 
by  the  present  upward  trend  of  new  indebtedness  that  is  associated 
with  the  high  activity  and  rising  prices  in  the  farm  real  estate  market. 

It  is  probable,  therefore,  that  in  the  next  few  years  the  purchasing 
power  of  farmers  as  a  group  will  be  determined  to  a  marked  extent  by  an 
expansion  of  loans,  as  well  as  by  current  income  and  accumulated 
liquid  assets.  Conceivably,  the  expansion  of  credit  may  be  of  greater 
importance  than  accumulated  liquid  assets  in  providing  the  means 
by  which  ownership  of  farms  is  achieved  and  by  which  expansion  or 
general  improvement  of  farm  operations  are  carried  out.  The  general 
liquidity  of  country  banks  and  other  lenders,  including  armers  who 
have  accumulated  money,  will  facilitate  borrowing.  Accordingly,  the 
period  now  unfolding  is  likely  to  be  one  of  heavy  responsibility,  calling 
for  difficult  decisions  on  the  part  of  farmers  and  lenders.  Market  con- 
ditions during  the  next  year  or  two  are  likely  to  give  a  distorted  picture 
of  the  demand  for  farm  products  after  emergency  needs  are  met.  If  this 
is  not  constantly  kept  in  mind  there  is  danger  that  farmers,  with  the 
cooperation  of  lenders,  will  expand  production  facilities  and  will  buy 
farms  on  terms  that  later  will  prove  to  be  ill-advised  when  the  emer- 
gency conditions  have  disappeared. 
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